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1.
INTRODUCTION

AMA Research have published a wide range of reports covering building product and consumer durable markets including Access Equipment, Generators, Portable Power Tools, Pumps, Abrasives, Heating, Ventilation & Air Conditioning, Prefabricated Buildings, Tool Hire, etc.

In addition, various distribution channels have also been reviewed including Builders Merchants, Electrical Wholesalers, Garden Centres and DIY Multiples.  In 1998, AMA published their first review of “The UK Plant Hire Market”, which was subsequently updated in 2000, 2002 and 2004.

This up-dated 5th edition report covers the Plant Hire market and reviews changes in the sector over the last two years, with forecasts of developments in the medium term.  At present, the industry is experiencing relatively positive market conditions, with significant growth in niche end use sectors. The focus of this report is on Plant Hire companies and we have defined what, in our view, constitutes a Plant Hire company in order to be more specific on the market size and trends.  Also included is a review of product areas covered by Plant Hire companies, although it should be emphasised that with such a wide range of products, they cannot be covered in great detail.

There is inevitably an area of overlap between tool hire and plant hire.  Some hire products - such as mini-excavators, skid-steer, loaders, compressors, small generators and trailer mounted platforms - are hired out by both types of organisation. The problem is further exacerbated by several leading hire companies who have both tool and plant outlets, or other companies that offer a mix of plant and tool equipment. AMA’s Tool Hire Specialists Report – UK 2006, reviews the tool hire market, while AMA’s new Construction Equipment Rental Report – UK 2007 reviews the overall construction equipment hire market.

Statistics on the Plant Hire market are limited and we have used our background knowledge and experience to identify key areas of importance and to analyse and interpret the various trends.  Product and market definitions also vary significantly, resulting in widely different estimates of market size and activity levels.

The information has been collated from a wide variety of sources including published data, trade literature and trade associations including; The British Aggregates Association, British Planing Association, IPAF (International Powered Access Federation), Construction Plant-Hire Association, Fork Lift Truck Association and British Industrial Truck Association.  In addition, Plant Hire companies and suppliers to the industry have been contacted, in order to gain a comprehensive overview of market trends.   The analysis for this report was undertaken during mid - late 2006 and represents our view of the industry at this period.

2.0
SUMMARY

Following a lacklustre performance and some restructuring in 2000-2004, the UK plant hire market is now demonstrating positive growth and is estimated to be worth some £2.6 billion in 2005. The chart below indicates our estimates of the development of the UK plant hire market from 2000-2005, with forecasts from 2006-2009:

Chart 1: UK Plant Hire Market 2000-2009 at £m MSP
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Source: AMA Research/Trade Estimates

In overall terms, the solid performance of the UK economy has imparted a degree of stability to many plant hire sectors. While the year 2000 received a level of motivation from the programme of Millennium projects, 2001/2 demonstrated a significant slowdown in GDP, with depressed market conditions in the IT and manufacturing sectors.  Although construction output expanded in 2002- 2003, the plant hire market grew marginally, with overcapacity and low hire rates in certain sectors, in particular mobile elevating work platforms.

From 2003-2005, higher government spending sustained construction growth, although the manufacturing and industrial sector remained relatively stable. As a result, the plant hire market experienced more positive conditions in 2005, with underlying demand from niche sector construction growth, waste management operations and legislation, in particular the ‘Work at Height Regulations 2005’.

The largest sector of the plant hire market is earth-moving equipment, estimated to account for 45% of the overall market.  Lifting equipment, including material handlers, cranes and powered access accounts for an estimated 29%, while general construction, road making, compressors and generators, each account for around 5 -7% of the overall hire market value.  Portable accommodation hire is demonstrating strong growth while powered access, excavators and telehandlers are also growing significantly. 

Adverse influences impacting on the plant hire market include skills shortages, in particular drivers and fitters, the rising cost of health and safety compliances (which are particularly exacting in the road/ rail sector), and also rising fuel and energy costs.  In addition, tool hire companies are progressively developing traditional plant hire sectors, for example ‘compact’ plant represents an entry route into excavators and telehandlers etc.

Plant hire still remains relatively fragmented, despite continuing industry concentration. Hewden /Finning are the market leaders with an estimated 15% share, followed by Ainscough, A-Plant, and Hydrex, with shares of 3%, and Lavendon,  Aggreko, Andrews Sykes, Longville Group and Speedy Equipment Hire with around 2% share. It should be added that Hydrex, who have achieved high sustained annual growth rates, are regarded as a major player in the UK plant hire market, while Speedy, market leaders in the UK tool hire market, are developing rapidly in ‘equipment hire’, and have also become a major player.

There are estimated to be around 2000 – 2500 plant hire outlets in the UK with a primary focus on the core plant hire product sectors previously indicated.  Product development includes innovative equipment designed to increase productivity– for example, JLG’s ‘Tow-Pro’ trailer mount with integrated services.  The contribution to profitability of higher levels of productivity is also indicated in the further extension of the ‘tool carrier’ concept, also ‘compact’ plant, and hydraulic fork-to-shovel changing systems, etc.

Long term prospects for the plant hire industry are viewed as positive, driven by legislative trends and niche sector construction growth, for example steel frame buildings and prefabrication, with more specialist sectors including the clean-up of nuclear sites.  In overall terms, our forecast is for annual growth rates of 4-6% for the plant hire market from 2006-2009, though there will be significant regional variations reflecting the influences of location of the extractive industries, waste management operations, the petro chemical industries, housebuilding projects,  renewables, seasonal/ climate factors, and the periodic impact of entertainments and events etc.. 

3.0
Economic ENVIRONMENT 

The general economic environment has a significant effect on the development of the UK Construction market, influencing a wide range of factors such as the level of activity within the private RMI sector, housebuilding, public sector investment, and consumer confidence and spending.

The UK economic climate is currently regarded as reasonably buoyant, with the domestic sector beginning to gather pace again as confidence in the housing sector improves, balanced by signs of gathering inflation and a continually relatively weak manufacturing background.  

As a result, while the overall UK economic outlook still indicates a reasonably healthy short-term future with steady growth rates, low unemployment and relatively low inflation rates, the Bank of England Monetary Policy Committee were sufficiently concerned about the prospect of excess growth and potentially faster inflation to increase interest rates in August and again in November. 

GDP grew by some 0.7% in both Q2 and Q3 2006, making a total growth of 2.6% on the year, which is up on the 2005 level of 1.8%. 

The main economic factors that influence the building products industry are outlined below.

3.1
GDP

GDP growth in the 2001-03 period was relatively steady at an annual rate of around 2.0-2.25%, while GDP growth in 2004 was more buoyant at 3.1% - well above recent annual averages – though 2005 saw a marked slowdown to 1.8%. 

In the medium term, the economy is expected to continue to grow from 2006 –2008.  As indicated above, GDP in the first half of 2006 has been buoyant with Q2 / Q3 showing quarterly growth of 0.7-0.8%.  As a result, short term prospects are more positive with forecasts up to 2.5 – 3.0% growth for 2006, and 2.6% in 2007, though inflation forecasts are also higher with RPIX at 3% and 2.6% for 2006 and 2007 respectively. 

Medium term prospects are dependent on a sustained worldwide recovery, continued business and consumer confidence in the UK, a controlled inflationary environment and the impact of rising oil and other energy prices. 

One important issue will be how consumers respond to increasing interest rates.  The consumer sector has been buoyant for a number of years in the early 2000’s, though slowed markedly in 2005.  

In 2006, the sector has shown signs of growth with house prices, in particular, developing a more rapidly in Q3/Q4 and, if this is translated into increased retail spending, that would potentially underpin further growth in the UK economy. 

3.2
Inflation & Interest Rates

After a period of stability of Interest rates at 4.5%, there was the first increase in 2 years in August 2006 to 4.75%, reflecting some concerns of overheating in the economy.  This has recently been followed by a further 0.25% increase to 5.0% in November as inflation has picked up. Opinions on the outlook for the next move in interest rates indicate that there could be  a further increase in early 2007, though it seems unlikely that further increases will be rapid or substantial.  

Underlying inflation rates have been low for several years, typically under 2% over the 2001-2004 period, though CPI rose in 2005 to 2.1%.  In early 2004, the Bank of England moved to the new CPI index and target of 2.0%.  Since that time there has been little indication of any significant upturn in inflation though, more recently, oil, energy and commodity prices have risen sharply and many raw material prices have been pushed up accordingly, and inflation is currently above target levels at around 2.5%. 

The following chart illustrates the performance of interest rates and overall CPI throughout the last decade, and provides a forecast to 2009:

Chart 2: Interest Rates and Inflation (CPI) from 1990-2009
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3.3
Unemployment

Unemployment has generally declined as economic growth continues and declined steadily in recent years to below 3.0% in late 2004, which was the lowest level of unemployment since the mid-1970s.

This sustained high level of employment may lead to increased pressure on wages as competition for jobs reduces and companies are forced to increase wage levels to attract staff. However, the underlying fall in unemployment has now finished and the slowdown in the economy in 2005 resulted in some higher profile redundancies, particularly in the retail sector, with a steady upturn in unemployment from mid-2005 onwards and reaching towards the 1million level in late-2006.

However, despite rising unemployment figures, the actual number of people in employment continues to rise, primarily driven by the substantial increase in migrant workers from Eastern Europe in 2005-06.

3.4
Household Consumption

Growth in overall household consumption for 2001-03 was around 5.0%, primarily driven by steadily rising incomes and a buoyant housing market. Equity withdrawal to fund consumer spending grew rapidly in 2002 -04, despite the more uncertain economic climate, largely driven by sustained growth in the housing market, underpinning consumer confidence and spending.

In 2005, the slowdown continued with higher value household goods particularly affected. Several major retailers in DIY, Clothing, Household Durables etc. have reported lower sales in late 2005 and early 2006, indicating a much more difficult retail environment, with some tentative signs of an upturn in mid - late 2006. Many of the leading building / home improvement retailers, including Builders Merchants, DIY Multiples and Specialist multiples such as Topps Tiles, MFI, Carpetright etc, have indicated difficult trading conditions. 

The savings ratio has remained at low levels of around 4-5%, suggesting that the level of consumer confidence remains high, though 2005 witnessed a modest rise in the savings ratio. However, disposable income levels are relatively flat in real terms, reflecting major increases in household fuel and energy costs, and tax levels.  Consumer borrowings and mortgages/loans raised against the home have risen strongly in the 2000-2005 period, but have fallen back since mid-2005 as consumer confidence has fallen.  The following chart shows the performance of PDI and savings ratio since 1990 with forecasts through to 2009: -

Chart 3: PDI & Savings Ratio At Current Prices 1990-2009
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3.5
Housing & Construction

Private sector new house-building levels have remained surprisingly low, even though house prices continued to rise rapidly in the 2000-04 period, interest rates have remained low and earnings are rising. For example, volume completions declined to around 160,000 dwellings in Great Britain in 2001 - the lowest figure for many years. The primary reason, according to the major builders, is not the lack of demand, but a lack of building plots and problems in planning procedures to develop new sites. Completion levels increased marginally in 2004 to around 190,000 units, with further growth towards 200,000 in 2005. However, provisional figures in early 2006 indicate steady growth in output with builders confident of strong underlying demand.

The increased level of housing required in the South-East in particular over the next few years is beginning to feed through into new housing starts, but it is proving difficult to forecast when this will benefit suppliers of building materials and home improvement products. Nevertheless, the housebuilders have been adding value to their properties and pushing up the average price of a new home on a consistent basis, though price growth has slowed down since late-2004. 

The issue of housebuilding volumes is now very high on the political agenda with the publication of the Barker Review in early 2004 which highlighted current problems in planning, brownfield developments, landbanks, site skills shortages, lack of modern construction methods etc., which are all restricting the potential to increase volume output. In the medium term, housebuilding volumes are likely to rise, with increasing emphasis on affordable homes and a continuation of the recent trend towards the construction of flats, rather than detached housing.  

The switch from housing to flats has been quite remarkable over the last 5 years. In 2000, flats accounted for around 19% of total completions in Gt. Britain, but by 2005 this figure has grown to over 45%, and is well over 50% in the densely populated South East. The share taken by flats is set to rise further in the medium term, reflecting acute shortages of land for development in many parts of the UK. 

House price inflation increased rapidly in 2001-03, reaching annual growth rates of around 30% in late-2002, driven by low interest rates, low unemployment, rising real incomes and a shortage of housing for sale. However, this increase in-house prices was unsustainable, with housing becoming unaffordable to first-time buyers in many parts of the country.  Since mid 2004, the boom has undoubtedly ended and prices stabilised to a level of around 3-4% up to late 2005. However, the first signs of an upturn appeared in Q4 2005, and these have been sustained in mid-late 2006, with annual inflation rising to around 8%, though no significant resurgence in house prices is anticipated.

In the non-housing sector, construction output has grown steadily in 2001-05.  Government investment in health and education has been substantial, while the commercial market has also experienced growth. This growth is anticipated to result in sustained investment in the public sector, which should continue into 2006 - 09 and provide good market opportunities – though health sector spending has slowed down in response to funding problems in 2005/06.

3.6
Sterling

The high value of Sterling has had a negative impact on the manufacturing sector, resulting in a downturn in output.  However, more recent trends in Sterling have been volatile against both the Euro and the US$. 

Medium term prospects for Sterling are more difficult to predict, with most independent economists forecasting a decline of the Dollar in relation to most major world currencies. However, it is very difficult to forecast the timing of any change, with uncertainty exacerbated by a more difficult environment as rising oil and energy prices impact on activity levels.

	Table 4: Exchange Rate Fluctuations 2000-2007 - Sterling To The Dollar, And The Euro, Spot Rates

	Year
	USA (Dollar)
	Euro

	2000
	1.45
	1.64

	2001
	1.46
	1.61

	2002
	1.56
	1.59

	2003 
	1.68
	1.45

	2004
	1.83
	1.43

	2005 
	1.78
	1.45

	2006 Fcst
	1.83
	1.43

	2007 Fcst
	1.83
	1.40

	Source:  ONS / AMA Research



In the medium term, the Government is still officially committed to reviewing the criteria for UK membership of the Euro. The first announcements were made in June 2003 with an acceptance that the economic conditions had not been met. A decision to join will require approval via a referendum, which would leave the earliest possible starting date at around 2009/10. 

The rejection of the new Constitution in France and the Netherlands in June 2005 will also have a negative impact on further integration in Europe, while the general performance of the Eurozone economy and the lack of fiscal discipline in some countries will undoubtedly limit the appeal of the Single Currency.

3.7
Population Profile 

A review of the age distribution of the resident UK population is illustrated in the following chart.

Chart 5: Age Distribution Of The Resident UK Population 2001 (‘000)


[image: image6.wmf]7225

7544

7413

9119

7887

7379

5477

6744

4000

5000

6000

7000

8000

9000

10000

0-9

 10-

19

20-

29

30-

39

40-

49

50-

59

60-

69

70+

Quantity


Source: Census 2001

The 40-59 age group predominantly consists of people entering a stage in their life when their mortgage is limited, they may receive inheritances, and females returning to work may increase income.  All of these factors result in this group having the largest potential disposable income.

As the profile of the UK population changes, it will have implications for suppliers of all products.  During the next decade, there will be a smaller proportion of younger, more price-orientated buyers in the market.  This will be coupled with a greater proportion of more affluent buyers in the older age groups.  These developments should benefit suppliers of building and home improvement products in all price segments of the market.

3.8
Conclusions

In overall terms, the UK economy is still relatively mixed and a little uncertain with the first tentative signs of inflationary pressures and over-heating in the consumer sector, leading to the early increase in interest rates in August, which was followed up by a further rise in November. 

Growth in 2005 was below recent levels, yet fundamentally, despite some concerns of a difficult world economic environment, the UK is still relatively strong and current forecasts for 2006 GDP growth of around 2.5–3.0% suggest good recovery. 

Despite the November increase, interest rates are still a little uncertain, with most commentators waiting to see whether the recent increase constrains inflation sufficiently to offset the need for further increases.  

It seems likely that consumer spending and house prices will be slightly constrained by this increase in interest rates, but given that interest rates remain at a fundamentally low level and employment levels remain high, the framework seems to exist for a positive development in the consumer sector. 

In addition, the recent data in mid - late 2006 suggests a steady recovery in the house moving market, supported by growth in house prices, which if sustained, should feed through into more buoyant spending levels on home improvements in 2007. In the non-domestic sector, sustained investment in health, education and infrastructure spending should underpin construction activity in the medium term.

4.
Plant Hire Market

4.1
Definition

The Plant Hire market in the UK is complex in terms of structure with a wide range of hire products and a customer base which is both diffuse and ‘specialist’ in certain niche sectors.

This report focuses on companies who offer a reasonably comprehensive range of products and where plant hire is a significant proportion of their business activity.  In overall terms, it is estimated that around 3,000 outlets currently offer plant hire services in the UK, excluding specialists in fringe product sectors, with approximately 2000-2500 outlets focusing on plant hire, within our definition.  Many tool hire companies offer ‘plant-hire’ products, such as trailer mount platforms and mini-excavators which complicates analysis of the market.  Conversely, many plant hire companies offer tool and general ranges, which also adds to market complexity. Currently in the course of preparation is AMA’s  report on the UK Construction Equipment Rental Market- 2007, which reviews the overall UK rental market for construction equipment hire, including specialists hire.

Given the above general outline, this report includes the following machinery and equipment within key product groups:-

Earth Moving

· Excavators

· Dump Trucks & Site Dumpers

· Loading Shovels

Lifting

· Cranes

· Access, Powered

· Material Handling Equipment

Construction

· Concrete Mixers

· Pumps

· Crushing Plant etc

Road Making

· Rollers

· Planers, Pavers, Trenchers etc

Compressors, Generating Sets Etc

· Compressors

· Generating Sets

· Lighting, Welders etc

Others/Non-Mechanical

· Heating, Cooling, Drying etc

· Portable Accommodation

· Tools and general equipment

The above list is not exhaustive, but covers the main product sectors within our market definition.  Specifically excluded from our report and analysis are tool hire, audio visual, scaffolding, portable sanitation, skip-hire, hot box hire, boiler hire, catering equipment, light railways, groundwork, formwork and tunnelling equipment, surveying, lorries/vans, lorry loader cranes, truck mounted forklifts, low-loaders, snow ploughs, road sweepers and gully emptiers, specialist piling equipment, etc.

As previously indicated, AMA are currently preparing a new report on the overall UK Construction Equipment Rental Market – 2007, which will review many of the hire sectors listed above, in addition to the ‘core’ tool and plant hire sectors detailed in AMA’s reports on these subjects.
4.2
Market Structure

Plant hire companies supply equipment to a wide range of end-users including contractors to the ‘construction’ industry, oil and gas applications, industrial maintenance, railway applications, utilities contracts, factory shutdowns, and, in the entertainment sector, a combination of small events occurring regularly and large-scale ad hoc events, usually, but not always, of a relatively short duration. 

The chart below illustrates the general distribution structure of the sales/hire of major plant and equipment:-

Chart 6: Plant Hire Distribution Structure



The chart illustrates the range of end-use areas of plant hire with certain sectors tending to perform better than others. It is also worth emphasising that many leading plant hire operators sell a range of plant and machinery to customers in the UK with certain plant hire companies appointed as ‘sole distributors’ for a particular product or range of products including imports, which form a sizeable proportion of new plant sales. 

4.3
Market Size

4.3.1
Market Background

As illustrated in the table below, the plant hire market demonstrated low level underlying growth from 1998-2005:

	Table 7: UK Plant Hire Market At Hire Market Prices 1998-2005

	Year
	Value (£m)
	Change (%)

	1998
	2237
	-

	1999
	2302
	+    3

	2000
	2342
	+    2

	2001
	2404
	+    2

	2002
	2400
	-

	2003
	2445
	+    2

	2004
	2492
	+    3

	2005
	2622
	+    5

	Source: AMA Research/Trade Estimates



The above figures exclude tool hire, which is estimated at around £830m in 2005, though there is overlap of market size estimates due to companies’ activities lying within both sectors, for example compact plant and trailer mounted platforms are regarded as rental products by both the tool hire and plant hire sectors. AMA’s new report, ‘Construction Equipment Rental Market – UK 2007’, reviews the overall construction products hire sector.

Within our definition, the Plant Hire market was worth an estimated £2.6 billion in 2005, representing a significant increase compared to 2004.

It should be emphasised that the above figures are estimates and are based on our definition of the market outlined previously.  In addition, ‘non-hire’ functions such as fuel revenues, transport, product sales, repair, manufacture, testing and training courses are included in plant hire companies turnover figures which tends to complicate market estimates.  

In overall terms, the steady performance of the UK economy has helped underpin a degree of stability in many plant hire sectors.  Whilst 2001/2 demonstrated a significant slowdown in GDP, with depressed market conditions in the IT and manufacturing sectors, construction output grew steadily, expanding by 8%in 2002, which was the highest increase since 1998.

In addition, since 2000, Government Capital Investment Programmes in health, education and some infrastructure sectors have grown strongly, with the result that the overall plant hire market has received steady motivation.  From 2003-5, in particular, higher government spending sustained construction growth in the face of weakening infrastructure and private sector building output. Also, during this period, the manufacturing and industrial production sector was relatively stable, though with varying levels of activity between sectors.

Current Situation

Currently, in late 2006, the UK economic climate is uncertain, reflecting a mix of substantial public sector investment with a slowdown in consumer spending – with the manufacturing and industrial sectors remaining under severe pressure due to the effects of the strength of Sterling, a slow Euro Zone economy and rising raw material, energy, water, labour and fuel costs.

In the commercial construction sector, output continues to grow, whilst in the public sector substantial health and education capital investment programmes are in progress, although in the industrial construction sector, levels are relatively static.  There are no indications of any significant upturn in housing output, though the nature of the housebuilding industry is changing rapidly with a far greater output of flats and the wider application of prefabricated building techniques in general.  For example, flats accounted for around 45% of all new dwellings in 2005, compared with less than 20% in 2000 – this trend is set to continue reflecting the need to build at much higher densities than in previous years.

With regard to manufacturing, there has been low volume growth in early-mid 2006.  In overall terms, a continuation of more positive conditions is envisaged in the short to medium term with forecast growth, in 2006, for engineering and manufacturing forecast in the region of 1.8% and 1.4%.

While a positive short to medium term outlook is envisaged, cost inflation continues to erode profit margins, which obviously represents an adverse influence in overall terms, though underlying growth has been achieved in the sector.

It should be emphasised that the level of demand for the various plant hire sectors varies regionally throughout the UK, reflecting government and EU investment strategies, local industry specialisation, geographical, seasonal and climatic features. The South-East, for example, remains very strong underpinned by high levels of activity in housebuilding, commercial construction and  RMI activity

As indicated previously, there are areas of overlap between the Tool Hire and Plant Hire markets.   AMA have published a separate report, The Tool Hire Market – UK 2006, reviewing this sector in detail.  The table below is extracted from the sixth edition of AMA’s Tool Hire report, published in 2006, and gives a brief overview of developments in the tool hire sector since 1998:-

	Table 8: UK Tool Hire Market 1998-2009 At Hire Market Prices

	Year
	Value (£m)
	Change (%)

	1998
	644
	+    4

	1999
	670
	+    4

	2000 
	695
	+    4

	2001
	710
	+    2

	2002
	731
	+    3

	2003
	760
	+    4

	2004  
	790
	+    4

	2005
	831
	+    5

	2006 Est
	883
	+    6

	2007 Est
	929
	+    5

	2008 Est
	1009
	+    8

	2009 Est
	1070
	+    6

	Source: AMA Research/Trade Estimates



A definition of the full range of products included within the ‘tool hire’ sector is included in that report, but the above table gives an indication of the relative size of the sector.  The figures for Plant & Tool Hire cannot be simply added together as there is some overlap of definition, but our overall estimate of the combined size of the market is around £3.5 billion in 2006, within our definition.

In addition, if the wide range of specialist hire activities for example form work, piling, and skip hire etc. were also included, then the ‘hire market’ would be valued at over £4 billion.

The long-term development of the UK plant hire market is governed by an organisation’s tendency to hire, driven by factors including policies on outsourcing and the levels of taxation applying to capital investments, etc.  The impact of unplanned, unexpected and unforeseen events can also dramatically increase the volume of short-term hire with, for example, flooding resulting in significant, additional short-term hire activity. 

In addition to the above, positive factors influencing the UK Plant Hire market include:

· Underlying strength of the UK economy.

· Substantial niche sector construction growth.

· Drive to improve productivity through more efficient use of machinery.

· Product development focusing on new applications.

· The impact of increasing legislative activity – e.g. the ‘Work at Height Regulations 2005’ has tended to increase hire opportunities for mobile elevating workplatforms.

· In emergencies and ‘mission critical’ situations, the hire of plant is often the only practicable method of keeping a business operation running..

· Low level long term motivation from the waste management sector including transfer stations, material recycling, landfills, incinerators and composting. For example, authoritative sources indicate that the use of recycled planing, compared to primary aggregates in road construction, may tend to result in some additional work for plant hire sectors including planers, wheeled loaders, crushers, dump trucks etc. 

While the above summarises some of the key positive influences on the market there are also some trends which have a negative impact on market growth:-

· Continuing shortage of skilled operators for plant and equipment, in particular the heavier types of plant, for example cranes, large excavators and ADT’s, where inadequate standards of operation can result in expensive repairs and safety hazards.

· Continually increasing levels of fuel costs are tending to impact adversely on plant hirers’ margins.

· Share erosion by tool hire companies and specialists developing ‘traditional’ plant hire sectors.

4.3.2
Future Prospects

The chart below illustrates our estimates of market development in the plant hire sector from 2002 to 2009:-

Chart 9: Plant Hire Market 2002-2009
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Source: AMA Research/Trade Estimates

Our forecast indicates relatively flat market conditions in 2002-2004 with positive growth in 2005 followed by forecast annual growth rates of around 4-6% in 2006-2009.

Medium/longer term prospects for the industry are based on the following factors:-

· Construction orders increased by 8% in the 12 months to July 2006 compared to the previous period indicating a prime long term motivating influence for plant hire opportunities. In addition, increased Government funding for roads, health, and education including the long-term ‘Building schools for the Future’ programme, will underpin hire market growth.

· Housebuilding volumes should begin to rise steadily in response to supply shortages.

· Strong growth in steel frame buildings and prefabricated construction is forecast to provide long term motivation for the crane and mobile elevating work platform sectors.

· Opportunities in the demolition and remediation sector – for example, it is reported that the London development agency has chosen specialist contractors to carry out around £200 million of demolition and remediation work on the 2012 Olympic Park in East London. In addition, a range of substantial construction projects are associated with the Olympic Games including the development of the infrastructure – for example, housing, transport and the regeneration of industrial areas, etc. Cumulatively, these construction projects will provide significant motivation for a range of plant hire sectors from 2007-2012.

· Investment in the oil industry has tended to be motivated by high oil prices with increasing levels of activity in the North Sea oil sector. This is likely to provide some additional long term low level motivation for regional plant hire companies.

· The renewable energy sector is likely to provide hire opportunities for cranes, access platforms, excavators and wheeled loaders with projects including a bio-mass power plant and the installation of wind turbines. 

· ‘Working at Height’, ‘Control of Asbestos at Work’ and The Building Regulations are forecast to provide underlying long term motivation for a range of plant hire sectors, for example powered access, and compressors for airtightness tests, etc.

· Opportunities for hire in regional and in niche end use sectors including, for example:

· Nuclear decommissioning and storage work, with the £2.9 billion clean up of the 140 acre Downreay nuclear site scheduled for completion by 2036. In addition, sources indicate that a £90 million decommissioning project at Sellafield power station was awarded to a large construction company in September 2006.  It is reported that around 11 former nuclear sites are likely to be processed in the long term

· Transportation and storage of LNG (Liquid Natural Gas) e.g. on-shore gas storage facilities, with Pochin’s large boom concrete pumps working in south Wales for Whessoe on a large gas storage facility. 

· Higher coal prices are tending to stimulate increased extraction activity in the UK coal industry which is likely to provide some additional long term low level motivation for regional plant hire – for example, the Scottish coal fields. The construction of haul roads, also land remediation and regeneration, (which accompanies coal recovery) will also provide a range of plant hire opportunities in the long term.

· In the power generation sector, reported plans for a new £450 million power station at Peterhead are likely to provide significant long-term motivation for local rental companies.

Negative factors influencing market prospects include the following:

· Skills shortages, in particular heavy plant and backhoe drivers.

· Decline of UK industrial base.

· The continuing trend for tool hire companies developing plant hire product sectors and operations tends to erode share of plant hire companies.

All the above factors impact upon the various sectors of the UK plant hire market, which is forecast to reach a value of around £3.18 billion in 2009.  When reviewing the UK plant hire market, the inflationary effect on hire value and company turnover figures of fuel revenues should also be taken into account.  It is a surprising fact that fuel revenues may tend to exceed hire revenues in certain 24/7 diesel power generation contracts, while the cumulative effect of fuel and hire revenues in company turnover figures tends to disguise the true value of the level of hire which may be significantly lower than is initially apparent. Market estimates, therefore, need to be treated with a certain amount of caution, particularly if it is likely that product sectors include significant ‘non-hire’ turnover elements such as the fuel consumed during 24/7 running of diesel engines on gensets, pumps, compressors and lighting etc.

In addition, the portable accommodation sector includes a substantial element of revenue which accrues from activities such as transport, craneage, ground works, M and E services, and subsequent dismantling, lifting and transport resulting from relocation upon the termination of the contract.  These activities also tend to inflate company turnover figures to higher levels than are strictly accounted for by ‘pure’ hire revenues, and may result in an over-optimistic assessment of the hire value of certain sectors of the market. 

5.
PLANT HIRE COMPANIES

5.1
Market Structure

Although the UK plant hire market is relatively fragmented, there is a continuing trend to higher levels of concentration reflecting acquisitions, divestments, business closures, and restructuring etc. For example, Lavendon acquired Panther and Kestrel Access, AB 2000 acquired the crane fleet of Motherwell Bridge Engineering Services, while H and C Dickie acquired Sheba Plant.  In addition, Cox Plant  have ceased trading with certain assets acquired by Wernick Group and Morris Leslie Group. Andrew Sykes and Selwood Group also disposed of their portable accommodation business to Wernick, while portable accommodation hire company Caledonian Safemaker were acquired by Speedy, primarily a tool hire company but developing rapidly in ‘equipment’ hire related to traditional plant hire sectors such as pumps, larger generators, compressed air etc. Examples of restructuring include Independent Access Supplies, re-formed as Wizard Work Space, reflecting the earlier period of overcapacity in powered access hire.

Pochin’s  acquired Raynesway Concrete pumping from Balfour Beatty, while LCH Generators and LGH were acquired by Speedy in 2006. More recently in mid-2006, Pochin disposed of Avoidatrench and Pipeline Drillers ( in order to concentrate on concrete pumping), while Finning sold their materials handling business to Sammon Enterprises Inc. In the powered access sector, AFI Aerials have recently acquired Uplift to become AFI – Uplift, following the earlier takeover of John Drew (a platform company), while Nationwide have acquired AMP Access. In addition, A-Plant acquired Lux Traffic Controls in 2006.

It can therefore be appreciated that the plant hire industry is continually evolving with an underlying trend to higher levels of concentration and specialists developing core product areas, gaining market share, and divesting non operations which fall outside their primary focus.

In terms of the number of outlets, our estimates are in the region of 2000-2500 that operate with a major emphasis on plant hire, as defined with increasing concentration likely to lead to a minor reduction in the long term, although plant hire companies are continually being formed.  Individual branch turnover levels will vary substantially dependent upon the size of the area covered and the hire value of equipment – for example cranes and heavy earth moving plant are likely to demonstrate higher branch turnover levels. It should be appreciated that there is a wide diversity of plant hire depot sizes ranging from the small independents to the larger regional and nationals.

Estimates of market share of the major operators in 2005 are outlined in the table below.  It is emphasised that the figures are guideline estimates only as most companies have interests outside our market definition and, as mentioned previously, there is continual expansion by some companies, through a combination of selective acquisitions, disposals and organic growth. In addition, plant hire companies specialise in varying combinations of hire product sectors, with Hewden/Finning regarded as having the most extensive hire product portfolio in overall terms.  This is in contrast to the tool hire market, where major players offer comparable hire product ranges.

	Table 10: Market Shares of The UK Plant Hire Operators – 2005

	Company
	
	Share (%)



	Hewden /Finning
	
	15

	A-Plant 
Ainscough
Hydrex
	
	
3

	
	
	

	Lavendon
	
	

	Aggreko
	
	

	Andrews Sykes
	
	2

	Longville Group
	
	

	Speedy Equipment Hire
	
	

	
	
	

	Others, including , Selwood, Ace Plant,  GAP, Pochin’s, Weldex, Loxam, Universal, UK Forks, GE  Equipment Services, Elliott, Portakabin, AB 2000, HE Services, Alfred McAlpine Plc., etc.
	

	66



	Total
	
	100

	Source: AMA Research/Trade Estimates


Hewden /Finning lead the UK Plant Hire market with an estimated share of 15%, reflecting a comprehensive range and strong organic growth. 

It should be noted that Finning disposed of their materials handling business to Sammons Enterprises Inc. in September 2006, which is likely to impact on the level of Finning’s market share in 2006.

Hewden /Finning are followed by A-Plant, Ainscough and Hydrex at 3%, with Lavendon , Aggreko, Andrews Sykes, Longville Group and Speedy Equipment Hire at 2%.

As previously indicated, Hydrex are now a major market player with an estimated 3% share of the UK plant hire market, in 2005, having achieved high sustained rates of annual growth of around 15%. In addition, Speedy Equipment Hire have an estimated 2% share of the UK Plant Hire Market in 2005 with specialisms including portable accommodation hire, generator hire, pump hire, and compressor hire, etc.

The above table includes companies offering a diverse range of  hire equipment, while others focus on specific product sectors. For example, Aggreko concentrate on rental power, oil free compressed air and temperature control, Ainscough concentrate on crane hire and specialised removal/lifting projects, AFI-Uplift specialise in mobile platforms,  Pochin’s focus on concrete pumping and  HE Services focus on excavators.

‘Others’ comprises a wide range of national and regional companies with substantial hire operations, some of which are also in the more specialist sectors, for example UK Forks specialise in telehandler hire, The Platform Company focus on powered access hire, Weldex specialise in crawler crane hire and ACE Plant focus on tractor and trailer combinations, also bunded bowsers and dust suppression hire.

Since the publication of our last report, the application of the ‘Hub and Spoke’ business model has been more widely applied in the plant hire industry at large. Aggreko and Lavendon both introduced this business model at a relatively early stage, but subsequently HSS (primarily a tool hire company) and Hewden have installed this system, with Hewden having established, for example, nine regional management centres, each acting as a hub for 34 local rental stores. 

Finning (UK) are based at Cannock and operate from around 30 branches in the UK, being owned by Finning International Inc.  (Canada), suppliers of construction machines, power systems and materials handling equipment.

Finning International Inc was established in 1933 at Vancouver, Canada, by Earl B. Finning, with Finning UK including Hewden (reviewed in later section), The Caterpillar Dealership (Construction Equipment and power systems divisions) the UK Materials Handling business, Diperk UK, sole distributor of Perkins engines in the UK (Perkins are owned by Caterpillar).

Finning UK are the sole distributors of Caterpillar Products in the UK, focusing on the supply and hire of construction and materials handling equipment, power systems including generating sets, and an on-site hose repair service and spare parts. Effective from September 30th 2006, Sammons Enterprises Inc, purchased Finnings Materials handling division, which will become part of Sammons Equipment distribution division, also incorporating Briggs Equipment, a materials handling company. It is reported that the deal will release capital and resources to focus on extending Finning’s position in the sale and support of Caterpillar Products, and Plant and Equipment, also hire activities through Hewden.

Finning power systems operate the World’s largest Caterpillar generator rental dealership with comprehensive packages and rental solutions available for all types of application.

Hewden, formerly known as Hewden Stuart, is owned by Finning International Inc. (Canada), and is part of Finning’s UK Group. The last reported turnover of Hewden was £275.01 million in 2004 (2003: 261.7m) with a profit before tax of £17.5 million (2003: £13.8 million).  The turnover figure of £275.1 million includes both tool and plant hire activities, etc.  It is estimated that customer support services, and sales of new equipment and used equipment, cumulatively form a relatively small proportion of Hewden’s 2004 sales turnover, probably around 5-10%, etc.

Hewden claims to be the UK’s largest and most diverse specialist equipment rental company providing not only equipment rental but also contract management services to a range of industrial sectors from over 300 service delivery centres in the UK.

Effective early 2005, Hewden simplified the structure of its tool and plant hire businesses by amalgamating them into a single organisation operating on the ‘hub and spoke’ system utilising 34 regional rental centres (hubs) with the balance of the 311 depots as local rental stores (spokes).

Hewden have a substantial share in growth sectors of the UK plant hire market - for example 1500-2000 telescopic handlers, (including compact telescopic handlers), also approximately 2000 mobile elevating work platforms. In addition, Hewden have around 300 mobile cranes and are a major player in this sector of the plant hire market.

A-Plant – The Ashtead Group Plc was founded in 1947 and is a major plant hire/tool hire/rental group consisting of A-Plant (UK and Eire), Sunbelt (USA), and Ashtead Technology.

In terms of business structure, A-Plant’s Plant/Tool Hire operation hires out plant and tools while the Specialist Equipment Operation hires accommodation units, powered access equipment, generators, form work etc.  With a network of over 200 branches, A-Plant provides national coverage in England, Scotland and Wales.

A-Plant achieved a turnover of £160.7m in 2006 (2005:£156.3) with an operating profit of £3.9m.

In addition, A-Plant have a substantial involvement in the rail sector through A-Plant Rail, part of A-Plant Specialist Products, with the particular focus on the road/rail sector indicated by A-Plant Rail’s large fleet of  ‘Gator’ road rail vehicles, including the Gator Sanditing System for distributing sandite gel to prevent wheel slip due to leaves on the track. A-Plant reported that Network Rail has been able to substantially reduce train delays due to leaves on the line using the Gator sanditing system, with a claimed 75-80% reduction in delays in the Manchester area etc.

A Plant are currently developing powered access. It has been reported that an order has been placed with JLG for around £5.5m of powered access equipment including diesel booms and diesel and electric scissors lifts. It is also reported that JLG equipment services are re-manufacturing certain A-Plant lifts. In overall terms, it is indicated that A-Plant are aiming to substantially increase their market share during the next three years, with, for example, Lux Traffic Controls acquired for £15.5m in October 2006.

Ainscough Group, based at Wigan, are regarded as the largest crane hire company in the UK, with around £70m turnover.  Ainscough crane hire operate from 25 depots and are regarded as the UK’s largest independent supplier of mobile cranes from 10-1000 tonnes lifting capacity, with around 480 mobile cranes including all terrain and truck mounted types.

Ainscough also provide a wide range of services for the relocation of plant, including mobile cranes up to 1000 tonnes capacity, contract lifting, and engineering services, turnkey packages of service, etc.

In addition, Ainscough offer a warehousing and storage facility, training services and the Ainscough Vanguard tailor made lifting services etc. It is reported that Ainscough have recently opened a new ‘Greenfield’ depot at Cambridge.

Hydrex, founded n 1985, have demonstrated substantial growth with a reported turnover of £73.1m during 2005. Hydrex have a rental fleet of over 1200 units and 13 depots in the UK.

Hydrex focus on short-term rental, contract rental, and sale of plant and equipment for the construction, industrial and extraction industries, including Rail Services, Industrial Services, Construction Services, Training, Machine Sales, and Parts Sales.

Hydrex claim to own the largest and most up to date fleet of roadrail excavators and attachments in the UK. It is reported that Hydrex have concluded a series of three year contracts with Network Rail to provide road/rail machines, operators and attachments for track maintenance work throughout all 18 Network Rail areas in the UK. 

Hyrdrex have a significant presence in many plant hire product sectors and are the sole distributor in the UK and Ireland for the Fuchs rehandling excavators.

Andrews Sykes Group claim to be the UK’s largest specialist hire company, providing air conditioning, heating, drying, ventilation, specialist temperature control and pumps. Accommodation Hire Ltd and Engineering Appliances Ltd were sold in 2005.

Andrews Sykes achieved a turnover of £50.7m for the year ending 31st  December 2005 (2004: £52m), with a profit before tax of £11.0m (2004: £11.9m). Hire activities comprised around 70% of total turnover in 2005.

Andrews Sykes’ hire products include heavy duty chillers for pharmaceuticals and process cooling, and a range of pumps for the offshore oil and gas industry, with the emphasis on silenced engines to meet environmental requirements.

Aggreko Plc are a leading international player in specialist energy markets providing power, temperature control and oil-free compressed air, with the emphasis on a ‘solutions’ approach to customers’ temporary or emergency utility needs.  Turnover for 2005 was £417.7m, (2004: £373.6m), with a profit before tax figure of £56.4m, (2004: £42.5m).  Aggreko, with headquarters in Glasgow, operate from over 100 locations, and have developed the ‘hub and spoke’ concept for their depot organisation in the UK with 4 hubs providing large items of equipment and service/repair, and spokes acting as logistics points supplying rental equipment to customers. In overall terms, Aggreko have 14 service locations in the UK.

Aggreko indicate in the annual report 2005 that they are constantly exploring new ways of reducing emission, and have developed a new gas-fuelled temporary power solution with substantial reductions in particulates. Aggreko design and build their own equipment at Dumbarton with a new product development represented by the Greenpower 2100 KVA stackable containerised generator. In overall terms, Aggreko hire generators from 15-2100 KVA .

Longville Group comprises SLD Pumps, Powerent and CRS and was incorporated in July 1999.  Longville Group achieved a turnover of £50.4m in 2004, with a pre-tax loss of £9.7m.

Longville have 31 depots in the UK and focus on the hire of pumps, gensets, chillers and jetting, with operations also in the US, France, Belgium, Germany, Poland, The Netherlands and Singapore.

It is reported that around £3.5 million was spent on the pump hire fleet in 2005- including new pumps and refurbishment with Godwin’s indicated to be a significant supplier. In addition, Longville have invested £300,000 in upgrading IT systems.

Longville provide a comprehensive rental service in the range 1KW-15,000KW for process chillers, cooling towers, air conditioning, heating and full installation which is one of the largest operations of its kind in the UK, ‘CRS’.  Generating sets range in size from 6½ to 1250 KVA.  

Speedy Hire are market leaders in the UK tool hire market with an estimated share of around 19%. While Speedy Hire’s tools division focuses on tool hire, the Equipment division, with over 75 depots, focus on specialist lifting, power, space and surveys etc. During 2005 and 2006, Speedy acquired Caledonian Safemaker and Delyn Hire centres. In addition, Speedy Hire acquired the internal plant hire operations of MJ Gleeson Group plc, and Mowlem Plc Accommodation Hire and Survey equipment hire. Speedy’s acquisition of the accommodation business and certain assets of the Cabin Company, from Birse plc, represent a further example of an acquisition and supply deal with a five year trading agreement set up with the vendor Birse plc.

In May 2006, Speedy acquired LCH Generators, who achieved a turnover of £21.1 million for the year ending 30th September 2005, with a fleet of 2,400 generators. It is understood that Speedy plan to form a specialist power generation business within Speedy Power. In addition, Speedy acquired LGH in October 2006.

The equipment division of Speedy reported a turnover of £107.8 m in 2005 (2004: £80.7 m) which is forecast to demonstrate strong growth in 2006-7 when the new acquisitions ‘come on stream’. This tends to suggest that in the long-term Speedy are likely to continue to capture share in growing product sectors of the UK plant hire market which is likely to  impact on established players in certain product sectors. 

Gap Group Ltd  was found by Gordon Anderson in 1969 and still retains strong family connections. GAP Group have achieved strong year on year growth of 17% for the last 20 years and has created a network of over 50 branches throughout the UK, though the majority of branches are in Scotland and Northern England. GAP Group achieved a turnover of £56.3 million for the year ending 31st March 2005 2004:£49.5m) with a profit before tax of £7.9million 2004: £4.5m) indicating strong growth.

An indication of the size of GAP’s mini excavator hire operation can be gained from a reported 1,600 kubota minis purchased over the past five years.

Alfred McAlpine Plc provide a wide range of heavy earthmoving and quarrying plant-excavators, bulldozers, motor scrapers, etc.

Pochin’s Plc claim market leadership in the concrete pumping sector with one out of four cubic metres of pumped concrete passing through a Pochin machine. During 2005, Pochin acquired Raynesway Concrete Pumping from Balfour Beatty increasing Pochin’s number of operational machines from 88 to 108. In addition, Pochin acquired 16 Putzmeister ‘Pumi’s’. The Pumi is a combined concrete mixer, and placing boom, which is particularly suitable for small and inaccessible construction sites.

Pochin’s concrete pumping activities achieved a turnover of £13.8m for the year ending 31st May 2006 (2005:£12.1m), indicating strong growth. In addition, their management team has recently been restructured to concentrate on concrete pump hire following the disposal of Avoidatrench, Cheshire Concrete Products and Pipeline drillers.

GE Capital Equipment Services, with head office near Bristol, are a subsidiary of General Electric company (USA) and concentrate on plant hire with 26 depots and 8 satellite depots in the UK.  GE Equipment Services achieved a turnover of £41.3m in 2005 (2004: £44.9m) with a pre tax loss of £2.7m (2004: £2.0m loss).

GE Equipment Services hire range includes mini excavators, excavators, telehandlers, backhoe loaders, dumpers, water pumps, tandem rollers, compressors, tower lights, rough terrain forklifts, and portable accommodation etc.

Cox, mentioned in our last report are no longer trading. It is understood that certain assets were acquired by Morris Leslie Group, and the accommodation hire business was acquired by Wernick Group in 2006. It is reported that the modular buildings division of the Morris Leslie Group have opened a new factory and are focusing on building sales rather than hire.

VP Plc (formerly Vibroplant Plc) was established at Harrogate in 1954 and consists of five specialist rental businesses – Hire Station, Torrent Trackside, Groundforce, Airpac Oilfield Services and UK Forks.

 UK Forks are regarded as one of the leading hirers of telescopic handlers with a fleet holding of over 200 machines. For the year ending 31st March 2006, UK Forks achieved a turnover of £14.3 million (2005: £12.8 million) indicating strong growth, with a rental fleet investment of £3.1 million.

As a group, VP Plc increased turnover to £90.0m for 2005-2006 fiscal year. UK Forks continue to develop contract hire in their telehandler operations.

Selwood provide plant hire, plant sales and pump hire, pump sales and pump manufacture. Selwood achieved a last reported turnover of £39.2m in 2004 (2003: £37.4m) with a profit before tax of £4.9m (2003: £4.1m).

Selwood’s plant hire outlets offer a comprehensive range of non-operated construction equipment, including Selwood’s own products, for example pumps in carrying frames, on barrows, skids or trailers, etc.  Selwood are also distributors of construction equipment.  Selwood have extensive branch coverage and are continually expanding their facilities although it is understood that they disposed of their portable accommodation division to Wernick Group in 2006.

Weldex (International) Offshore Ltd are regarded as the leading crawler crane hire company in the UK with a fleet of 128 cranes and ten additional crawler cranes on order. During mid-2006, Weldex achieved a turnover of £16.3 for the year ending 30th November 2004, including over £3m exports.

Gamble Jarvis Plant Hire have depots at Worthing, Uckfield and Guildford offering a range of plant.

AB 2000 was established in 1995 and is based at Cambuslang, Glasgow. Expanding rapidly, AB 2000 acquired the crane and plant division of MB Engineering Service in 2005, including 15 ton to 100 ton mobile cranes. With a fleet of 150 machines, AB 2000 are reported to have recently ordered eight ADT’s from Bell Equipment to add to their already substantial inventory of dump trucks. In addition, new items for hire from AB 2000 include access platforms, telehandlers, fork lifts and road sweepers.

In 2005, AB 2000 launched AB 2000 (Rail) Plant Hire services with a fleet of Colmar and Liebherr rail/road excavators, achieving 90% utilisation in their first month of operation. AB 2000 are forecast to demonstrate further significant growth reflecting the addition of access platforms, ADT’s and telehandlers, in particular, to their already substantial fleet.

Greyhound Plant Services provide a hire facility across not only the UK but also Europe and undertake quarry works, earth works, demolition, remediation, civil engineering etc. Greyhound’s extensive fleet includes, for example, bulldozers, dump trucks, excavators, loaders, tractors, graders, telescopic handlers etc, and is based at Knockin Heath near Owestry. 

In addition to plant hire, I and H Brown of Perth have a wide portfolio of interests including the development and operation of wind farms, also substantial surface coal mining operations. Tulloch plc also have wide ranging business interests, for example house building, construction and civils with a substantial plant hire operation – Las Plant of Inverness- which acquired Umax Crane and Plant Hire in 2005.

HE Services Plant Hire claim to be the UK’s largest specialist excavator hire company with a fleet of over 1600 items available for hire through 11 depots in the UK including ADT’s, wheeled and skidsteer loaders and telescopic handlers etc. In addition, HE Services hire a wide range of attachments and operate a substantial plant sales operation. HE Services achieved a turnover of £12.7 m for the year ending 31/5/05 (2004:£12.4m).

AGD Equipment ltd have been established for over 30 years and specialise in the hire and sale of crawler cranes, piling equipment and micro-tunnelling systems. In addition to their UK business, AGD Equipment also operate in Portugal and Spain, with a reported turnover of £9.5m for the year ending 30/06/05.

There are a substantial number of operations with smaller networks. Companies in this category include Abba Plant, Raymond Brown, Jarvie Plant, Clive Barford, Alpha Plant, M J Church, Power Plant Hire (who are reported to be purchasing 150 Kubota excavators), and a wide range of companies including Ascus and Cobra in the concrete pumping sector, Fork Rent in the telehandlers sector and BCL Rail Services, BCL Plant Hire, Gordon Bow and Philmor Rail servicing the rail sector.  Hydrainer specialise in submersible pump hire nationwide, whilst John Gunn and Sons offer a plant hire facility in addition to quarrying and civil engineering contracts from their base at Lybster, Caithness. 
Caledonian Cranes provide compact lifting solutions throughout Scotland and are also the Scottish distributor for Maeda mini cranes, while BPH Equipment (owned by Birse) hire out an extensive fleet of crawlers in 50-150 tonne range: in addition, piling equipment is also available for hire. BPH Equipment achieved a turnover of £4.2 m for the year ending 30/4/05 (2004:£5.6m).

Fidelity, plant hirers of a wide range of equipment and Woodside, suppliers of gensets from 2-2000 Kva, are owned by The Airchannel Group of Companies at Airdrie

Included in the plant hire market are a number of smaller independent plant hire operations with one or more branches.  Specialist local industry knowledge, reputation and low-cost hire (due to low overheads) enables them to compete with the larger operators.  While the high start-up costs and health and safety requirements may tend to represent a ‘hurdle’, nevertheless new small plant hire companies are currently being established, even in the highly competitive powered access sector – for example Bucks Access Platforms.  

Our extensive review of plant hire companies excludes many tool hire based companies, some of which have substantial ‘specialist’ operations which mirror aspects of certain sectors of the plant hire market – for example, compressed air and generator rental.

The table below is extracted from "The UK Tool Hire Market Report 2006" and illustrates the market share of the leading suppliers:-

	Table 11: Market Shares Of Leading Companies By Value 2005

	Product Group
	Share %

	Speedy
	19

	HSS
	18

	Hewden
	10

	A-Plant
	7

	Brandon (Wolseley)
	6

	Gap Group
	6

	Wolseley
	4

	Travis Perkins
	4

	Jewson
	4

	VP PLC
	3

	Others - e.g. Lord Hire, 
Banson Tool Hire, Champion, etc..
	19

	Total
	100

	Source: AMA Research/Trade Estimates



It should be noted that the above table refers to market shares in 2005, and therefore does not reflect Wolseley’s enhanced share following the acquisition of Brandon in 2006, which will give Wolseley a 10% share of the UK Tool Hire market in 2006.  Given the limitations outlined previously, the table provides an indication of relative market positioning and the degree of concentration, with the leading 10 specialists accounting for around 80% of the total market. However, it is emphasised that this estimate is based on ‘hire specialists’ and excludes a wide range of other outlets offering hire products on a limited basis only.

Including the leading Merchants, there are now 10 national or large regional Tool Hire companies currently operative in the UK – Speedy, HSS, Hewden, A-Plant, Brandon, Gap Group, and VP Plc as hire specialists, and Travis Perkins, Jewsons and Wolseley as the leading merchants.

From the above chart it will be seen that Speedy, who have grown rapidly, are market leaders with an estimated share of around 19%.  HSS, with an estimated 18% share, are constantly widening their network through organic growth, new branches and partnership initiatives.

Hewden have an estimated 10% market share, and currently operate over 300 outlets, offering tool and plant hire.  A-Plant are estimated to have a 7% market share also offering tool and plant hire.

Brandon increased their market share to an estimated 6% in 2005 and a clear indication of their success can be seen in their subsequent acquisition by Wolseley in 2006. This will give Wolseley an overall share of around 10% in 2006.

Wolseley, Jewson, and Travis Perkins, the major builders merchants, each have an estimated 4% market share, while GAP Group – which also have general plant hire interests which fall outside our market definition – have a 5% share.  VP Plc, the specialist plant and tool hire company, are estimated to have a 3% market share.

These 10 major operations account for almost 80% of the market, with the remaining share accounted for by a large number of smaller regional or independent hire companies – for example, Lord Hire Centres, Banson Tool Hire, etc with Cox, mentioned in our 2004 report, understood to have terminated their tool hire involvement.  It is essential not to underestimate the independent tool hire operator who will typically have 1-3 branches with an estimated turnover of around £200 – 500k. 

In addition, certain rental companies focus on specific product sectors, for example Hydrex, AB 2000 and Gordon Bow focus on excavator road/railers, UK Forks, and Fork Rent, focus on telehandlers; AFI-Uplift specialise in powered access; Ace Plant, Hawk Plant and JC Plant focus on tractors and trailer combinations, with the former also specialising in the hire and manufacture of bunded bowsers and dust suppression equipment; Greyhound Plant Services focus on articulated dump trucks (ADT’s); and Tracked Dumper Hire focus on specialist dumpers and tracked personnel carriers.

Nationwide Access, market leaders in the UK MEWPS hire market are the main operating company of Lavendon Group plc with 50 depots and a fleet holding estimated at 9500-10000 machines including Panther, Kestrel and AMP acquired during 2006. It is indicated that Nationwide’s UK rental business accounted for sales of £61.1 m in 2005. Aerial Uplift, formed as a result of the merging of AFU Aerial Platforms and Uplift Power Platforms in September 2006, have a fleet in 2006 of over 3,650 platforms and a combined turnover estimated to be in the range of £15-20 m. 

The Platform Company have a fleet holding of around 3000 platforms and have placed a £30 million order with Genie for 1000 platforms over two years. This is in addition to their recent entry into the telehandler market commencing with over 100 machines from JCB. 

The above developments tend to indicate that hire share capture is urgently being pursued by the leading powered access organisations in what is regarded as a rapidly expanding sector of the UK plant hire market.

In the portable accommodation sector, Elliot have around 33,000 units (2005), while Speedy Space have grown rapidly, through acquisition, with around 22,000 units (2006). Wernick are also significant hirers in this sector with around 17,000 units (2006), while Wraith are reported to own around 6000 units (2006). The Portakabin Hire Division with over 50 hire centres in the UK, offer the hire of multi-storey buildings providing over 6000m2 of accommodation for more than 700 people in addition to cabins and accommodation units etc. SGB Rovacabin are also major players in the hire market while Dawsons, SMP, Adroit, PKL and McAvoy Offsite are also heavily involved in portable accommodation hire.

SGB Group are the Access Services Division of Harsco Corporation USA and have been established for almost 100 years, being the largest supplier of non-mechanical access equipment in the UK.  SGB have a large powered access fleet holding in the UK of approximately 600 platforms, including boom and scissor lifts. also rail boom lifts. In addition, SGB are the UK market leaders in the specialist hire and contracting of mast climbers. In overall terms, SGB’s operations, include temporary accommodation, (SGB Rova Cabin) form work and falsework, shoring contract services etc with a substantial international presence of 15 overseas subsidiaries and distributors in over 50 countries.

The Turner Group, established over 90 years ago, has a wide range of interests including aviation, diesel engines generator and access hire, with Power Rent Turner’s genset rental operation.

Turner Access manufacture, supply and hire aluminium towers, also the Plus Eight scaffolding system.  

6.0
products

This section briefly reviews the key products distributed through plant hire operators. Given the wide range of hire specialists, most companies do not offer a comprehensive range of products, but his section reviews the major product groups within the plant hire channel.  While the sector is dominated by traditional products such as cranes, earth moving equipment etc, there are also some notable new developments in recent years.

On-going product trends include innovative developments aimed at improving productivity, for example the further extension of the tool carrier concept, also ‘scaling down’ plant to extend market penetration into compact sectors. The further development of the ‘compact’ principle, for example, can be seen in JCB’s compact tractor for groundcare operations, also the JCB 4x4 miniCX backhoe. In addition, the ‘tool carrier’ concept is being increasingly applied in the compact, low boom telehandler sector, also skidsteer and backhoe loader sectors, with a broadening range of  quick attach couplers, (and a hydraulic fork-to-shovel changing system) also multi-function machines, such as Haulotte’s Multijob MJX. 

The conversion in less than an hour of a Caterpillar 236 Skid Steer loader into a crawler utilising  Loegering’s  Versatile Track System (VTS) represents an interesting development for the more specialist areas of the UK plant hire market. Furthermore, in powered access there is an increasing application of crawler tracks in the narrow-aisle all terrain access sector, with high productivity the aim of the JLG Tow-Pro trailer mount with integrated services, including electricity, compressed air  and water.

Continuing high levels of research and development are directed at improving emissions-to-air performance, noise levels, faster cycle times, and longer servicing periods, with the overriding influence of safety and compliance with the relevant legislation indicated by camera assisted manoeuvring of excavators, telehandlers etc. Driver comfort, minimisation of HAV, and prevention of fuel pollution represents further objectives of machine developments.

6.1
Product Mix

Hire products offered by plant hire companies are reviewed below.  Market sizes are analysed in terms of the Hire Market value, not the market at manufacturers prices.  The figures in this section represent our best estimates and should be treated as a guideline.  Each hire company has a different balance of equipment with certain major companies specialising in specific product sectors.

The table below illustrates our estimates of the value and percentage share of hire product groups in 2005:-

	Table 12: Hire Company Product Mix 2005 £m At Hire Market Value

	Hire Product Groups
	Hire Market Value
(£m)
	Share
(%)

	Earth-Moving
	1162
	45

	Lifting
	763
	29

	Construction
	179
	7

	Road-Making
	165
	6

	Compressors, Generators etc
	137
	5

	Others e.g. Environmental, Portable Accommodation,
Tools etc
	216
	8

	Total
	2622
	100

	Source: AMA Research/Trade Estimates



Earth-moving and lifting equipment account for  around 75% of hire demand as indicated in the table above.

General construction and road-making equipment each account for around a 6-7% share while compressors, generators etc. account for approximately 5%. ‘Others’, at around 8%, includes heaters, driers, air conditioning, portable accommodation and bowsers, etc.

6.2
Product Trends

In this sector, the major product groups of the UK plant hire market are reviewed.  Analysis of product sub-groups is also included, though with some small sub-sector values, the figures should be used as guidelines only.

It should be emphasised that there are significant regional variations in the level of hire demand for all plant hire product sectors reflecting different activity levels in housebuilding, utilities, roads, railways, construction, demolition, etc.  Regional variations also reflect the distribution of natural resources (quarrying, mining, rivers) and suitable sites for renewable technologies (for example wind farms), climatic factors (for example flooding and associated pumping projects), while high summer temperatures require additional air conditioning hire.

6.2.1
Earth Moving Equipment

The largest sector of the plant hire market, earth moving equipment, is estimated to have a hire market value approaching £1.2 billion in 2005.  The largest product sector is excavators, with a share exceeding 70%, while loading shovels, dump trucks and site dumpers account for 27%, as illustrated in the table below:  
	Table 13: Hire Market For Earth Moving Products At Hire Market Value 2005

	Hire Product Groups
	Hire Market Value
(£m)
	Share
(%)

	Excavators
	830
	71

	Loading Shovels
	196
	17

	Dump Trucks & Site Dumpers
	112
	10

	Others
	24
	2

	Total
	1162
	100

	Source: AMA Research/Trade Estimates


Hire demand for earth moving equipment is influenced by the level of civil engineering and construction projects, land reclamation and restoration, mining and mineral extraction, waste management and demolition, and Government policy on housing, brownfield sites, landfill, aggregates, etc.  In overall terms, these sectors are indicated to be marginally growing, with authoritative sources indicating relatively high levels of activity in the mining sector, reflecting the impact of higher coal prices driving increasing extraction programmes.  Since the majority of coal extracted utilises the open cast method of extraction, there are likely to be increasing opportunities for the hire of excavators, loading shovels and dump trucks, in particular in Scotland, with a reported 6.8 million tonnes of the 2004 total of 11.6 million tonnes of open cast coal produced in Scotland.  This illustrates the regional factors which influence plant hire demand, with land remediation and regeneration also providing additional hire opportunities in the coal mining sector.

With an annual hire turnover of approximately £830m in 2005, excavators range in size from ‘micro-excavators’ weighing less than 1-ton, to large machines over 90 tonnes, mounted on crawler tracks or resilient wheels (‘wheeled excavators’) dependent upon surface conditions.  Versatility and utilisation is enhanced by a wide range of attachments including breakers, shears, pile drivers, etc – for example Allied Gator’s MT Series Multi-Tool.
Our research indicates that, in general terms, hire growth has been experienced across the majority of the excavator range with the 13-ton to 20 ton sector reported to be buoyant in addition to steady underlying hire growth in mini excavators.  It is likely that some of the hire growth in the 13-20 ton excavator sector has been motivated by new housing projects including trends to affordable houses.  Although hire demand in the mini excavator sector is continuing at a steady pace, certain sectors are performing better than others, with a continuation of trench work arising from network upgrades and renewals offset by relatively weak demand in the home improvement/DIY sector.

Road maintenance and improvement projects also represent an underlying motivating factor for many sizes of excavator.  The recently reported purchase of 150 Kubota mini excavators over two years by Power Plant Hire tends to indicate that hire companies envisage potential market growth of mini excavators hire opportunities.

In addition, hire market penetration of mini excavators is also motivated by product innovation, for example Exac One’s ‘kerb krawler’ system which enables one man, using an excavator of 1.5 tonnes or above, to lay kerb stones.

In the wheeled excavator sector, hire motivation arises from waste management operations involving sorting, re-handling and material loading at transfer stations, composting sites, recycling facilities, and incinerators, which represent long term growth sectors.

Future forecasts for the middle and larger sizes of excavator are dependent upon levels of housing activity, infrastructure activity, road construction, mining, rail, demolition and waste management.  The specialist ‘high/long-reach’ excavator hire sector is forecast to demonstrate low level long term growth, reflecting positive levels of activity in the demolition and civil engineering sectors.  Land and Water Plant claim to operate Europe’s largest hire fleet of long reach excavators, while WM Plant Hire are also specialists in long reach excavators.  Several excavator manufacturers supply long reach booms including, for example, Case, Caterpiller, JCB, Liebherr, Komatsu, etc. JCB’s modular boom design on their 30-ton JS330XD excavator enhances hire utilisation by the innovative expedient of hydraulically transferring the high reach boom into a docking cradle and mounting a two-piece boom for medium height demolition, working at ground level, or below ground level, etc.

Product developments include the wider application of zero tail swing, rubber tracks, variable width undercarriages, reversing cameras, and a wider range of attachments with more rapid changeover times.  

The excavator sector also includes draglines, used for dredging.  The hire market value of this sub-sector is likely to remain relatively stable, but should not be over-looked as it is typical of many of the smaller sectors which, when amalgamated, form a more significant demand in the overall hire market.

The loading shovel sector includes backhoe loaders, wheeled and tracked shovels, and skid steer loaders, accounting for a combined hire value estimated at £196m in 2005. 

Views from the plant hire industry indicate that skid steer loaders are approaching, or have already reached, the peak of their hire market penetration with demand viewed as ‘patchy’ in certain locations.  Nevertheless, product innovation is continuing, for example a remote control system has been fitted to Bobcat’s standard skid steer loaders for use in hazardous applications.  This represents a further extension of the well known versatility of skid steer loaders.  Ditchwitch’s XT1600 excavator tool carrier weighing under 5 tonnes combines the functions of a mini-excavator, backhoe and tracked loader.

The hire market for skid steer loaders is likely to demonstrate low level underlying growth in the long term reflecting the development of more specialist applications – e.g.: agriculture and landscaping.  Apha Plant also have a fleet of skid steers.  Manufacturers of skid steer loaders include Avant Tecno, Bobcat, Caterpillar, New Holland Construction, GEHL, Volvo, Thomas, etc.

The hire of wheeled loaders and tracked loaders has been motivated by the waste management sector, for example wheeled loaders are used to sort, re-handle and load material at transfer stations, compositing sites, recycling operations and incinerators.  Furthermore, tracked shovels are used on operational landfill sites.  Wheeled and tracked loaders are also used to feed crushers.  In addition, the extraction and processing of coal, minerals and other virgin materials presents a range of hire opportunities for wheeled and tracked loaders in general.

Long term low level motivation for loader hire is likely to arise in the renewables sector with the bulk handling of biomass fuels at power plants.  While the use of biomass fuels on a large scale is currently relatively limited, Government energy and environmental policies are likely to stimulate developments in the long term.

Back hoe loader hire is regarded as more positive since the publication of our last report in 2004 and it is interesting to note that AB2000 have recently purchased 25 for their newly constructed self-drive hire division.  The backhoe loader hire market is forecast to grow, driven by housing, landfill, ground works, and construction work generally, with continuing shortages of skilled drivers  An innovative and potentially highly productive development in the backhoe loader market is represented by Haulotte’s Multijob MJX, which combines the functions of excavator, loader, forklift and tool carrier.  In addition, Huddig AB’s 1160D has an optional 20.1 metre access platform.

The dump truck and site dumper sector comprises rigid and articulated dump trucks, and site dumpers, with an estimated hire value of £112m in 2005.  Hire market growth is forecast in the dump truck sector, in particular articulated dump trucks, with motivation from landfill operations, bulk excavations, new roads and road improvement projects, civil engineering projects, etc.  Volvo are major players in the large dump truck market, with Bell Equipment claiming UK market leadership in 40 and 50 tonne ADT’s. Terex are also major players in the ADT market, with Terex’s 365 horse power TA 27 featuring an engine retarder brake, and oil immersed multiplate brakes on all 3 axles, etc.

Site dumper hire demand reflects positive trends in groundworks operations for housing sites and additional motivation from road improvement and construction programmes. The site dumper sector includes tracked dumpers, with specialists Track Dumper Hire UK offering a comprehensive range from 1.5 to 22 tonnes, including 360° ‘swivels’ and personnel carriers, for ‘low ground pressure’ applications.

‘Others’, with a hire market value of around £24m, includes bulldozers, motorised and hauled graders, motorised and hauled scrapers, tractors, and tractor and trailer combinations for moving plant around construction sites, to and from construction sites, also shifting spoil, overburden, etc.  The hire of bulldozers is stable - uses including recycling, land reclamation projects and expansion in road projects.  Komatsu have recently introduced their new D61-15 high horse power bulldozer with new undercarriage and blade design lowering vibration.  Grader hire is viewed as stable, with applications including haul roads in forestry timber extraction and open cast coal mining.  Scraper hire is also relatively stable, with applications including coal levelling at power stations.

Tractor and trailer combinations are highly productive on and off site with the flexibility of traversing terrain impassable to lorries and hauling bowsers, trailer, etc.  In addition, they provide an effective method of transporting spoil along the highway from site to site on shuttle operations. This hire sector is forecast to demonstrate long term low level growth with substantial new tractor investment already in evidence – for example Hawk Plant purchased 140 Macormick tractors in early 2006, while Ace Plant also have a large fleet of tractors for hire, including trailers, and bowsers (which they manufacture).  In addition, JC Plant based near Immingham have a sizeable fleet of tractors and trailers including Ford, John Deere and JCB Fastrac with the facility also of towing 40’ HGV trailers on site.  The advantage of this device, which adds some additional value to tractor hire sector, can be fully appreciated when it is realised that many site deliveries are loaded onto 40’ HGV trailers.

‘Others’ also includes road/rail excavators, with sources indicating that there are around 1500 in the UK, while there is estimated to be a 500-strong fleet of 500 backhoes, dumpers, dozers, access platforms, etc, illustrating the hire potential which exists in the railway sector of the plant hire market. The railway sector is highly regulated in terms of the compliances to be achieved which also has implications for the level of hire rates.

Companies hiring to the road/rail sector include AB 2000 (Adam Bruce), BCL Rail Services, Philmor Rail, Story Rail, Gordon Bow, and market leaders Hydrex.  The earth moving equipment market is dominated by global players for example JCB, Case, Doosan-Terex, Daewoo, Caterpillar, Volvo, Liebherr, JCB, Orenstein and Koppel, Kubota, Hyundai, Hydrema, Manitou, Hitachi, Schaeff, Moxy, Bobcat. Other specialists include Barford Construction, Benford, (Terex), Bell Equipment, Thwaites, Takeuchi, Lifton, etc.
6.2.2
Lifting Plant

Lifting plant is the second largest sector of the plant hire market with an estimated hire value of £763m. The largest product sector of lifting plant hire is materials handling as illustrated in the table below:

	Table 14: Hire Market For Lifting Plant at Hire Market Value 2005

	Product Groups
	Hire Market Value
(£m)
	Share
(%)

	Materials Handling
	402
	52

	Cranes
	196
	26

	Powered Access 
	165
	22

	Total
	763
	100

	Source: AMA Research/Trade Estimates



Materials handling equipment is the largest sector of the hire market for lifting plant and is estimated to be worth around £402m in 2005. Fork lift trucks are the largest product group within the materials handling sector which also includes reach trucks, and telescopic handlers, etc.  

While the materials handling sector was viewed as relatively stable during 2005-mid 2006, there are indications that the logistics distribution sector is providing significant hire opportunities.  Factors driving growth in the logistics distribution sector include increasing levels of imports, which require storage on an interim basis prior to distribution, also storage of goods ordered on the internet, for a similar reason.  The builders merchant and DIY multiples sectors are also likely to provide opportunities for fork lift hire in the short, medium and long term.

In overall terms, it is indicated that trends to contract hire are continuing.  In addition, highly competitive market conditions are being experienced with the adverse impact also of new entrants – for example, small companies setting up a forklift operation. Trends to companies buying their own fork trucks and weak hire rates represent further limiting factors to market expansion, although more recently a trend to harder rates has been observed.  However, seasonal factors, such as fruit harvesting, vegetable handling, and the Christmas trade tend to provide some additional motivation for the fork truck sector in general.

Hire of LPG gas fork trucks is indicated to represent a positive growth sector with the flexibility of operation inside and outside buildings without the necessity for ‘downtime’ incurred during electric truck battery charging.  Diesel hire has also experienced some share erosion by LPG gas, as indeed has the electric sector, which is viewed as relatively stable.  Regional influences – such as the level of concentration of the food industry – play a part in determining hire types – for example, concentration of food harvesting and processing, which is particularly significant in Lincolnshire, is likely to motivate the hire of gas or electric fork trucks.  Advantages include the absence of toxic fumes in the vicinity of harvested and processed crops, etc.

Product development has been particularly active in the telescopic handling segment with a continuing trend to ‘compact’ models, ‘smart’ baskets, and a wide range of attachments for ‘tool carriers’.

Telescopic handlers provide versatility in a range of applications and site conditions including building, construction and agriculture, (reported to account for around 40% of the telehandler market). The use of telehandlers as a ‘tool carrier’ and  the fitting of attachments such as jibs, buckets,  platforms and forks enhances the hire productivity of telescopic handlers by combining the functions of a telescopic handler, rough terrain crane, access platform and fork lift in one machine.  In overall terms, telehandlers are demonstrating strong growth, with authoritative sources indicating that around 20,000 machines were supplied to the North American market in 2005, exceeding the previous best year of 14,000 machines.  In global terms, it is indicated that the UK market is far from saturated, which also indicates long term positive rental growth opportunities. JCB recently completed the manufacture of their 100,000th telehandler produced since 1978.

Reported reasons for the continuing growth in telehandler rental include:

· Growth in general construction and housebuilding, in particular multi-storey buildings, including flats, etc.

· The impact of higher levels of health and safety legislation and substitution of manual handling by telehandlers.

· Development of brownfield urban land, taller buildings, high density developments requires the productivity, versatility and manoeuvrability of compact telehandlers.

JCB’s ‘Wastemaster’ represents an example of specialist telehandler product development with the latest modiciations for demolition work including the fitting of engine guards, additional filtration, pressurised cabs, etc..

Major hirers in 2005-2006 include Finning Materials Handling, (who were acquired by Briggs Equipment, a Sammon Incorporated Company, in September 2006), Hewden, who hire rough terrain forklifts, Fork Rent,  and UK Forks (a subsidiary of VP Plc), while Alpha Plant, A-Plant, Hawk Plant, GE Capital Equipment and Hydrex are also major hirers of telehandlers, in addition to Charles Wilson, who has a substantial fleet. United Fork Trucks (1992) claim to be the largest independent fork lift hirer in the UK.

Major equipment suppliers to the material handling sector include JLG, GEHL, Xtreme, Genie, Caterpillar, Manitou, MEC, Terex, Merlo, Bobcat, Dieci, JCB, Haulotte, and Thomas Equipment, with JLG manufacturing Caterpillar Telehandlers.  Doosan Daewoo manufacture a range of fork lifts from 1.5 to 15 tonnes capacity with features including oil-cooled disc brakes and integral sideshift.  In addition, Caterpillar supply a comprehensive range of fork lifts.

Crane hire market value is estimated at £196 million in 2005, which represents a positive increase compared to the figure of £190 million in our previous report.  It should be emphasised that there is a strong regional element in the hire demand for cranes, for example, petrochemical crane hire opportunities tend to originate from refineries including Fawley, Milford Haven, Grangemouth, while decommissioning of nuclear power stations at Dounreay and Sellafield represent on-going hire opportunities  in the nuclear sector.  Anecdotal evidence suggests that as many as 40 mobile cranes, also tower cranes, and crawlers, may be hired for petrochemical projects.  In addition, significant expansion has occurred in steel frame buildings and prefabricated  buildings with the increasing market penetration of timber frame housing and prefabrication providing an expanding range of opportunities for crane hire.  Prefabrication and timber frame housing are reviewed in AMA’s 2006 reports on ‘Volumetric’ and ‘Semi-Finished’ ‘Prefabrication’, also ‘Timber-Frame Housing’.

The Crane hire market includes:

· Mobile cranes –including all terrain, and rough terrain cranes.

· Crawler cranes – including ‘mini’ crawler cranes and telescopic crawlers.

· Tower cranes, including lorry mounted tower cranes.

Mobile cranes continue to experience stable and highly cost-sensitive market conditions, while tower crane hire is demonstrating significant growth.  Crawler crane hire is also demonstrating positive growth and is forecast to continue to grow driven by ‘lift and carry’ operations at prefabricated construction projects, also marine and piling projects, wind turbines, etc.

In overall terms, the crane hire sector is likely to demonstrate steady long term growth, driven by higher levels of construction activity, infrastructure activity (for example, wind turbines and marine/piling operations), also niche sector developments – for example a £450 million power station is proposed for Peterhead in Scotland, while up to 11 nuclear decommissioning projects are likely to emerge in the long term.

While there may be certain applications in which mobiles, tower cranes, and crawlers compete, the length of contract, ground conditions, the ‘footprint’ of the crane, site restrictions and whether ‘lift and carry’ operations are required, usually determine the choice of crane.

Many cranes are sold into the hire sector to specialists who are able to undertake the high investment, continuing high levels of liability insurance premiums, risk assessments, and hazards of lifting under a wide range of ground conditions.  Crane hire is a hazardous and complex operation, hedged around by numerous regulations and restrictions requiring a qualified and skilled working team of ‘banksman’, ‘riggers’, ‘slingers’ and ‘crane erectors’. 

Crane manufacturers include Sennebogen, Liebherr, Grove, Manitowoc (Manitowoc Crane Group), Terex, Vanson Cranes (who also hire), Tadano, Kobelco, etc.  Liebherr have developed mobile lorry mounted tower cranes, which may adversely impact on the mobile crane sector, while Vanson have introduced a new ‘topless’ crane with trapezoidal jib design (the ‘243’) reported to provide high rigidity.  Wolffkran manufacture compact tower cranes, including the new Wolff City-Class, while Mantis Cranes specialise in the design and manufacture of telescopic boom crawler cranes and have also introduced a new self-erecting tower crane to be marketed to timber frame and light steel frame construction contractors.  Weighing 20 tonnes, the crane is built on a chassis which can be transported to the construction site in one journey, using a vehicle. As mentioned previously, the timber frame sector is comprehensively reviewed in AMA’s 2006 report on the UK Timber Frame Housing Market which provides an indication of the scope which exists for developing this emerging market.

The leading crane hire companies in the UK include Ainscough, and Hewden (mainly mobiles), HTC Plant (Tower Cranes), Weldex (largest UK Crawler Fleet), with Sparrow Crane Hire (mobiles and crawlers) a major regional player, also King Lifting (around 60 cranes). AGD equipment of Stratford-on –Avon offer crawlers and piling, also micro-tunneling, while companies such as Bromsgrove Crane Hire, Cheltenham Crane Hire, and Ellis Crane Hire tend to offer a more localised service. Bob Francis Crane Hire, (Rhuddlan and Deeside) are a member of the National Crane Group and have recently taken delivery of a Manitowoc Crawler and an all terrain crane.  It is understood that the National Crane Group includes 28 member companies operating over 500 units across the UK.  In the crawler 50-150 tonne sector, BPH Equipment of Barton-on-Humber are significant hirers with piling equipment also part of the overall hire package.

The powered access sector, including specialists and plant hire companies, is worth around £165 million, as indicated above. It should be emphasised that the total hire market for powered access equipment in the UK is estimated to be in the region of £175m, of which £7-10m is accounted for by tool hire with the balance of £165m accounted for by specialists and plant hire companies, as indicated previously. The following review is extracted from AMA’s 2006 Access Equipment Market Report with views from manufacturers and the rental trade indicating that there is continuing scope for extending market penetration of powered access indicating within the UK market which is regarded as one of the largest in Europe with the essential pre-requisite of ‘solid economic activity’ and the ‘upturn in the access industry cycle’ already occurring.

In general terms, powered access hire experienced a significant improvement during 2005-06 with certain sectors tending to perform better than others, for example steel frame building construction is regarded as a prime motivating factor for platform hire.  Conditions in mid-late 2006 are viewed as buoyant, with positive levels of activity in the industrial maintenance and commercial construction sectors motivating fleet investment plans, although significant rises in steel, oil and energy prices are acting as restraining factors.

Future prospects for mobile platforms are viewed as positive, with opportunities for extending market penetration by developing niche end use sectors – for example, wind power, road/rail access platforms, and for exploiting the highly productive operating characteristics of booms and scissors in construction projects, for example the Olympic Bid, also health, education, etc.  Legislation, including the ‘Work at Height Regulations 2005’, provide underlying motivation for mobile platforms in the short, medium and long term. 

In general, the demand for ‘infrastructure access equipment’ is likely to be motivated by sector investment programmes in roads, railways, ports, airports, power generation, water and sewerage.

The principal products in the MEWP market comprise:

· Scissor lifts

· Vehicle Mounted

· Trailer Mounted

· Self-propelled Booms

· Personnel Lifts/Vertical Masts

The estimated share by volume of these five product categories is illustrated in the chart below:-

Chart 15: UK MEWP Market 2005 Mix By Volume
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It should be emphasised that the above chart refers to manufacturers’ sales of MEWPs, not to hire volumes, with scissor lifts and self-propelled booms representing the dominant sectors, which is reflected in the rental sector, the major user of platforms in the UK.

As indicated in the chart, scissor lifts account for around 37% of market sales, closely followed by self propelled booms, with an estimated 32% share.  This reflects the safe and highly productive operating characteristics of these products for construction and maintenance projects including steel assembly and cladding, etc.

With a share by volume of 10%, representing a minor uplift, vehicle mounted products account for a relatively small share of the market in volume terms, but their share by value is higher, due to their higher unit price. Trailer mounted products are estimated to account for around 13% of the market by volume, while vertical masts, personnel and stock picker lifts are estimated to have a share of 8%.

The broad categories of MEWPs are summarised below:-

Trailer Mounted - comprising articulating boom, telescopic boom and telescopic boom with articulating jib. Trailer mount are generally cheaper to move than the equivalent self-propelled version since they can be towed along the highway from site to site, whereas self-propelled products have to be transported on a lorry or low loader. At the work site, a van, car, Land Rover etc will usually be needed to tow the trailer boom around the site.

Key applications of trailer booms include:

· Restricted access situations – for example, forestry applications.

· Internal and external maintenance of factories, shopping centres, museums etc.

· Street lighting maintenance, window cleaning, etc.

· Small builders/contractors activities.

In overall terms, comparisons between trailer mounts and self- propelled booms will usually depend upon the particular requirements of each application with reach, ‘footprint’ and weight to be taken into consideration. 

Vehicle Mounted aerial work platforms principally comprise boom and articulating boom lifts mounted on a wide range of chassis for road and rail applications.  Vehicle mounted platforms are widely used for purposes such as maintaining and examining overhead electricity lines, carrying out under bridge inspection work, municipal purposes such as street lighting maintenance, and niche uses such as broadcasting, film production, or indeed any application involving travel along the highway and the rapid elevation of personnel and equipment at several different locations.  Off-highway uses include the construction, repair and maintenance of wind turbines. It is forecast that long-term growth will be driven by positive levels of infrastructure expenditure.

Personnel Lifts and vertical masts, which may be self-propelled, tend to be used for general elevating purposes in warehouses, shopping centres, factories, etc. with stock picker lifts principally a warehouse demand.  This is a relatively small sector compared with the total market.

Scissor Lifts are used for 'straight' lifts, and are the largest sector in volume terms. Scissor lifts are a wide ranging sector in terms of product range including rough terrain, compact, compact rough terrain, wheels or crawler tracks, etc. Certain types of scissor lift have platforms which can be extended horizontally – for example, use for cladding purposes – whilst compact scissor lifts provide access to narrow gangways and restricted areas, with NSG UK’s pop-up platform measuring less than a metre wide and just over one metre in length.  Hire Station – VP Plc’s tool hire operation – are reported to be the first to hire this Pop-Up scissor lift.

In general terms, scissor lifts tend to have larger platform areas and can elevate heavier loads than boom lifts. 

Boom Lifts are a major sector.  The telescopic boom or 'Straight' boom can be extended rapidly and is extremely robust, making it particularly suitable for applications in the construction industry, shipbuilding, etc.  In general terms, boom lifts provide access in situations where the chassis cannot be positioned below the work area.

Articulating Boom lifts and telescopic booms with an articulating jib, ‘Fly Jib’, tend to be used where there is restricted access and generally service a more varied range of applications including 'up and over'. The combination of rough terrain, in-door low ground pressure of crawler tracks has been applied to telescopic (plus ‘fly jib’) and articulating boom, lifts and is likely to demonstrate underlying long term growth. 

Teupen’s innovative and versatile ‘three-in-one’ ‘Leo 3OT’ is a crawler telescopic boom with fly jib which can be operated either as a self-propelled unit, or as a trailer version, or as a truck version - three sectors of the platform market in one product. 

Hire companies engaged in MEWP's broadly consist of specialist powered access hirers, plant and tool hire organisations. The range of companies involved in powered access hire has changed considerably reflecting the cyclical nature of powered access demand and its impact upon hire companies’ business operations. 

As indicated previously, the rental sector is estimated to account for around 80% of the UK manufacturers market for mobile elevating work platforms. Estimates of the size of the UK hire fleet tend to vary, but in overall terms it is likely that there are over 30,000 platforms in 2006. Moreover, anecdotal evidence suggests that new market entrants are establishing powered access fleets, in addition to plant hire companies developing a presence in the access sector, with existing specialist access companies carrying out ‘fleet refreshment’ and ‘fleet expansion’ although this is unlikely to achieve 1998-2000 levels of fleet building.  It is reported that A-Plant has placed a £5.5 million order with JLG including scissors and booms, electric or diesel, while The Platform Company have placed a £30 million order with Genie for 1000 platforms over 2 years.

As previously mentioned, the value of the UK hire market for powered access equipment is worth around £175m in 2005 of which around £7-10m is accounted for by general tool hire operators. Estimates should be treated with caution as it is difficult to extract/analyse revenue from company turnover figures which may include new and used machine sales, spare parts, repairs and servicing, ‘pass through fuel’ also training and other non-access hire activities, etc.  The major part of the powered access hire market is accounted for by specialist powered access hire companies - for example AFI – also Plant hire companies with powered access rental fleets – for example, Hewden. Examples of specialist MEWP hirers include Nationwide Access, The Platform Company, AFI, Loxam, Wizard Work Space, Universal (currently in administration), Access Rentals, UK Platforms, EPL Access, Brogan Access, A.J Access Platforms, etc. 

Nationwide Access are regarded as the market leaders in the UK MEWP’S hire market and are the main operating company of Lavendon Group Plc., with a fleet holding estimated to be in the range 9500-10,000 including the three 2006 acquisitions. During early 2006, Lavendon acquired Panther Work Platforms Ltd, and Kestrel Powered Access, with AMP Access acquired in June 2006. Lavendon Group achieved a turnover of £100 m in 2005 (2004: £108m) with a pre-tax profit of £5.9m. (2004: £0.1m).

It is indicated that the Nationwide UK rental business accounted for sales of around £60m in 2005 and is regarded as one of the areas of prime focus for business development. Lavendon’s interim results for the six months ended 30th June 2006 indicated strong growth, with turnover up 19% to £57.1m (2005: £47.9m) and a profit before tax of £1.1m (2005: loss of £1.3m).

AFI Aerial Platforms were established in 1998 and after a ‘buy-in’ in 2002, commenced a sustained expansion programme with a fleet holding in 2006 of over 3,250 machines and 17 depots, including Alan Drew Ltd acquired in April 2006.

In mid-September 2006, AFI Aerial Platforms merged with Uplift Power Platforms, forming Aerial Uplift, (depots at Wakefield and Haydock), and, with a fleet of 400 boom and scissor lifts, has resulted in a combined Aerial-Uplift fleet of approximately 3,650 platforms.  This level of fleet holding is likely to rank the combined organisation as one of the larger fleets in the UK, if not regarded as the second largest.

AFI Aerial Platforms achieved a turnover of £7.3m for the seven months ended 31st December 2004 (£7.5m for the 12 months ended 31st May 2004). Uplift Power Platforms have a reported turnover of around £5m.

The Platform Company have a fleet holding of around 3000 platforms which is likely to be substantially increased over the next two years with the influx of 1,000 platforms from Genie – a £30 million investment announced in June, 2006.  The Platform Company have also entered the telehandler market with a £4 million order for over 100 JCB telehanders.

Wizard Work Space acquired Independent Access Supplies in 2005 and have embarked on an extensive fleet refurbishment programme with a reported fleet holding of over 1300 platforms. Wizard achieved a turnover of £8.5m for the year ending 31st December 2005, with a loss of - £1.5m.

SGB, the leading player in the overall UK access equipment market, have approximately 640 platforms including road/rail platforms. SGB tend to focus on scissors and booms, offering a wide range of services for customers and contractors, etc.
Loxam are a major Paris-based equipment rental company, operating in Europe with 16 branches in the UK and Ireland. Loxam are estimated to have a UK powered access fleet of around 1000 units including vehicle mounted, insulated platforms, booms, scissors, road/rail land rover mounted platforms, etc. In addition, telehandlers are also hired, which tends to indicate the significance of the telehandling sector, in terms of the strategic development of the overall equipment rental market, and of Loxam, a large international equipment rental company, in particular.

UK Platforms are indicated to have a fleet holding of 1050.

Universal Aerial Platforms are indicated to have a fleet of 1500 units, specialising in the sale and rental of powered work platforms from five large centres in the UK and Spain. Reports in the trade press indicate that Universal Aerial Platforms have recently gone into administration.

EPL Access, with head office at Sandy, Bedfordshire, have a fleet of approximately 400 platforms and offer a full site consultation to assist clients in deciding on the most appropriate equipment to use with qualified drivers also provided if required. 

A.J Access Platforms based at Caldicot and Swansea, also offer a comprehensive package, including hire, second hand sales, refurbishment, new powered access platforms, also service, maintenance and training facilities, etc. 

Brogan Access are a major Scottish platform hire company specialising in the truck mounted and underbridge sectors with around 20 Depots in the UK and head office at Motherwell. 
Examples of large plant and tool hire companies with substantial powered access fleets include Hewden (2000 platforms), and A-Plant (approximately 1500-1600 platforms). HSS, a leading UK tool hire company, are reported to have a fleet of around 1100-1200 platforms. On the other hand, VP Plc divested their general plant hire interests to concentrate on tool hire and specialist plant hire sectors, viewing telehandlers as a prime sector for strategic development, and are reported to own 1200, indicating the potential of this newly emerging sector of the UK rental market. 

6.2.3
Construction

Concrete  mixers and concrete pumps are estimated to account for more than a 50% share of the construction equipment hire sector, worth around £179m, as illustrated in the table below:-

	Table 16: Hire Market For Construction Plant At Hire Market Value 2005

	Product Group
	Hire Market Value
(£m)
	Share
(%)

	Concrete Mixers and Concrete pumps
	92
	51

	Pumps
	55
	31

	Crushing Plant etc
	32
	18

	Total
	179
	100

	Source: AMA Research/Trade Estimates



Concrete mixer and concrete pump hire is estimated at £92m in 2005.  The hire demand for both products is closely related, representing an 8% increase on our 2003 figure, being primarily driven by activity levels in construction and major civil engineering projects. Expansion in the concrete construction sector is providing low level long term motivation for concrete mixers and pumps with end use sector including, for example, ‘in-situ’ and ‘tunnel form’ concrete casting methods, also various types of re-inforced concrete, in addition to Beco Wall Form’s concrete building method.  Corus’ blast resistant structure for control centres and hostile environments also requires pumped concrete. (A review of concrete building systems is included in AMA’s 2006 ‘Semi-Finished Prefabrication’ Report).

Long term developments are envisaged to include the expansion of combined concrete mixers and placing booms and pumps, which have the capability of entering sites with restricted access in urban areas where buildings and structures are in close proximity. The combined mixer and pump tends to enhance hire productivity by avoiding the need to hire separate mixing and pumping units, which are likely to cramp plant movements on site.  Pochin’s Plc are leading players in the market for concrete pumping, while Specialist Plant Associates of Wellingborough hire a comprehensive range of truck mixers, and truck mounted, trailer mounted and rail mounted concrete pumps, also combined truck mixer/boom pumps, made by the Italian company Cifa. Ascus Concrete Pumping and Cobra Concrete Pumps also hire concrete pumping equipment.  Pochin claim to be the only national service provider of pumped concrete and indicate that one cubic metre out of every four pumped in the UK construction industry goes through a Pochin machine.

Concrete mixers include towable mixers, lorry concrete mixers, lorry concrete pumps, and trailer pumps.  The lorry mounted mixers and concrete pumps and trailer pumps tend to be used for the more specialist types of construction project – for example, it is reported that Pochin supplied a large high pressure trailer pump to Terminal 5 Heathrow Airport.  

Pump hire is regarded as a relatively stable sector of the overall plant hire market, worth around £55 million in 2005. Historically, pump hire experienced relatively weak demand in 2004 arising from low water tables reflecting low rainfall, with 2005 also regarded as a period of relatively low rainfall, although varying regionally, reflecting the impact of climatic factors.  Long term adverse factors impacting on pumps hire include the generally receding water table, the level of which varies throughout the UK, with consequent implications for the level of flooding and pump hire since areas with ‘lower’ water tables usually require less pumping facilities.  While emergencies and disasters provide high level short term motivation for pump hire, there is a strong regional bias to certain pump hire subsectors – ‘floodplains’ are likely to require higher levels of pump hire than areas remote from large rivers.  Positive trends include the upgrading of water treatment plants under Amp4 which require temporary pumping facilities while increases in certain sectors of construction also provide opportunities for the hire of contractor’s pumps, to remove ground water, but as previously mentioned the generally receding water table is tending to reduce pump hire opportunities in the long term.

As indicated in our last Plant Hire Report, ensuring continuous operation of process industries provides opportunities for pump hire, for example shutdowns and pump facilities at oil refineries and petrochemical sites.  This type of ‘critical’ service requires ‘fully-specified’ pump hire packages to comply with standards, assessments, performance diagnostics and monitoring in hazardous areas.  

Future prospects for pump hire are viewed as relatively stable for the reasons previously mentioned with a general lowering of the water table offset by niche sector construction growth.  The influence of climatic factors – cannot be forecast with any degree of certainty but may provide limited hire opportunities in the long term. In addition, the construction of the Olympic infrastructure may provide opportunities for removing ground water.

The leading pump hire company is SLD Pumps, owned by the Longville Group, with ITT, Flygt, Hydrainer, Hewden, Selwood, Speedy and Andrews Sykes also regarded as significant players in the UK pump hire market.  Certain pump hire companies specialise in particular types of pumps with, for example, Hydrainer and Pumpex focusing on submersibles.

Godwin Pumps, manufacturers in the dry prime sector, have introduced extra-high head 
dri-prime pumps for use in jetting operations, and de-watering of sand and gravel plants, etc also the sub –prime range of 50hz electric submersibles.  Godwin also hire pumps.

Pump design includes a general trend to higher levels of ‘super’ silencing, bunding, and emissions compliance in the engine-driven sector. Examples of types of pumps supplied for hire include portable pump sets independent of mains with diesel engine direct coupled to a volute centrifugal pump; electrically powered pump sets; and submersible pumps, driven by air, hydraulic, or electrical power

The hire value of crushing and screening plant is estimated at £32m in 2005, representing significant growth, primarily motivated by waste management trends, recycling and demolition. Crushing and screening plant includes tracked or wheeled crushers; tracked or wheeled screens (including trommel and vibrating screens); also conveyors, shredders and chippers, with a continuing trend to tracked instead of wheeled products.

System development in the crushing sector plays a crucial part in determining the level of hire. Authoritative sources indicate that share gain of mobile crushing and screening machines at the expense of stationary crushing plant is forecast to continue, driven by reduced haulage costs of feeding the crusher by positioning nearer the rock face, etc.  However, it is indicated that in large quarries, processing 500,000 tonnes per annum, it is likely that fixed crushers will maintain their share.  The UK quarry industry extracts 250 million tons of material each year and contributes around £3 billion in primary products to the UK economy. It is therefore suggested that hire opportunities are likely to occur for the increasing penetration of hired, tracked crushers and screens into quarries processing less than around 500,000 tonnes per annum.

Crushing equipment ranges from Metso’s Lokotrack LT11105 with a maximum throughput of 300 tons per hour to Rubblemaster’s micro and mini-jaw crushers. The availability of a wide range of machine sizes, stationary and self-propelled, has facilitated hire market penetration in general with the ability to economically process varying sizes of brownfield developments, mine remediation, reclaim projects, etc.

As mentioned previously, the hire market for crushing and screening equipment is influenced by waste management policies, recycling demolition and the sorting of construction waste, in addition to aggregate crushing and screening, and the processing and recycling of contaminated land, brownfield sites, etc.

The major suppliers of concrete mixers and pumps include Putzmeister, Ultranazz, Cifa (Italy), Schwing, Liebherr, etc.  Pump suppliers include Godwin, Grindex, ITT Flygt, Ingersoll Dresser, KSB, Pumpex, Selwood, etc. Selwood manufacture, hire, and sell pumps from 25mm pipe size to 300mm.

Suppliers to the crushing and screening plant sector include McCloskey International (tracked or wheeled trommel and vibrating screens) Powersceen (screening), Terex Pegson (crushing), Fintec and Hydrascreens (crushing and screening), Powercrusher, Metso Minerals (the ‘Nordberg’ range of crushing and screening plant).  H and C Dickie mentioned in our last report now incorporate Sheba Plant (of Newark) and offer comprehensive contract crushing and screening solutions nationwide, with a full range of plant available. Innovative micro and mini jaw crushers have been introduced, stimulated by the need to re-cycle construction waste in confined sites, with manufacturers including, for example, Rubblemaster and Red Rhino Minicrushers. Garriock Brothers hire Nordberg tracked crushing plant and also hire with an option to purchase. Murray Plant are also active in this sector.

6.2.4
Road-Making Equipment

The hire of road-making equipment includes rollers, planers, pavers, and trenchers, as illustrated below:

	Table 17: Hire Market For Road Making Products at Hire Market Value 2005

	Product Group
	Hire Market Value
(£m)
	Share
(%)

	Rollers
	140
	85

	Planers and Pavers
	14
	9

	Others, including trenchers
	11
	6

	Total
	165
	100

	Source: AMA Research/Trade Estimates



As indicated above, rollers dominate the road making hire sector with an estimated 85% share by hire market value or £140 million. The hire category of rollers includes rammers, forward and reversible plates, and pedestrian controlled rollers (including trench compactors).  

Planing, paving and trench cutting are ‘niche’ hire markets attracting specialist contractors who may also offer the hire of machinery, in addition to plant hire companies.

Rammers are viewed as a relatively stable hire sector reflecting the level of hire demand from the utilities for trench work.

Low level growth is forecast in the forward motion plates segment, reflecting long term underlying growth in the housing market and home improvement projects – for example drives, patios paths.  Reversible plates are viewed as relatively stable in 2005 although increasing activity in certain civil engineering sectors requiring high density fill may present some limited hire opportunities.

Road maintenance represents a prime source of motivation for rollers.  However, in March 2006, the Annual Local Authority Road Maintenance Survey 2006, (conducted by the Asphalt Industry Alliance), indicated that there was a £1.6 billion shortfall in local authority road structural maintenance budgets across the UK, with local authority highway engineers receiving around 32% of the budget needed to maintain local authority roads.  More graphically, on average, roads are being resurfaced every 56 years.  In addition, road improvement schemes also represent a significant source of motivation for rollers with sources indicating that one third of all planned road improvement schemes have been delayed for up to 5 years.

In overall terms, road roller hire marginally grew in 2005 although rates of growth tend to vary across the various sectors with more positive rates of growth experienced by pedestrian roller ½-¾ tonne, also ride-on rollers up to 3½ tonnes.  The 3½-7 tonne sector is relatively stable, with the ‘Asphalt Surfacing/resurfacing’ 5-10 tonne and 8-10 tone also regarded as relatively stable.

Future prospects are viewed as relatively stable reflecting the uncertainties surrounding the implementation of Government and Local Authority road expenditure schemes in general.

Major suppliers of rollers include Ingersoll Rand, Benford Terex, Barford International, Hamm, (part of the Wirtgen Group), Caterpillar, Dynapac, Wacker, Errut, Rammax, Ammann and Bomag, with their 4-stroke petrol rammers. JCB have now entered the compaction market, for example the ‘Vibromax’ range of rollers. Dynapac’s CC9005 is an asphalt roller with an extension to the front roller to facilitate rolling alongside kerb stones and walls.  Hirers of rollers include A-Plant, CRH Plant (Cotswold Roller Hire), Hawk Group, GE Equipment Services, Hewden, etc.

The planning, paving, trench cutting and ‘others’ sector is estimated to account for a combined hire market value of around £25m in 2005.  The hire value of pavers in 2005 is estimated at £11m.

In comparison with 2004, hire opportunities for pavers were relatively depressed in 2005, reflecting delays in the implementation of Government and Local Authority road improvement and road maintenance programmes.  In addition, 2006 is viewed as ‘very quiet’, with the impact also of major contractors buying their own machines as part of a total road building ‘package’, although it is indicated that short term ‘day-to-day’ hire is still available in overall terms. In the long term, hire prospects are variable, and regional, dependent upon the level of implementation of road improvement, maintenance and new construction.

While the level of hire opportunities in the planing sector was reasonably positive during 2004-2005, conditions are currently viewed as more stable with highly competitive trading conditions being experienced and a distinct lack of road maintenance/road improvement work in prospect.  This dearth of work reflects the delays in implementing local authority and central government programmes and is currently the cause of significant concern in the industry.  In addition, conditions of overcapacity are being experienced with the result that hire opportunities are regarded as more limited in the long term.  Trends to 5-year framework contracts are indicated to depress rates, and also the range of hire opportunities, which also tends to impact adversely on future prospects for planing hire.

In the pavers, planers and trench cutting sector, a number of manufacturers are active including Case, Caterpillar, Wirtgen, Svendala, Mastenbroek, Metso Minerals (Nordberg), etc. Wirtgens WR 2400, available in eight models, features all-wheel drive, high ground clearance and floating lifting column system. Finnpave are the specialist surfacing equipment division of Finning (UK), supplying Caterpillar pavers and planers, also Caterpillar road rollers. Sweepers and tippers frequently accompany planners as part of a total hire package.

The trenching machinery hire-sector is relatively stable and is worth around £4m in 2005.  Trench cutting machines range in size from tracked crawler highway trench cutters to lighter and more compact walk-behind pedestrian machines for cutting narrow trenches for small pipe and cable work.  Road maintenance, drainage, and the laying of pipes and cables form the principle end use applications for trench cutting machines with the drainage of sports fields also a significant application area. Greenfield/agricultural drainage represents another long established use for trenchers.

While it is reported that the sector was adversely impacted by lower levels of infrastructure investment by the water companies during 2005, reflecting the transition to the new Amp4 five year programme, it is understood that currently, in 2006, new contracts are being released, which is likely to represent a significant improvement in the medium and long term.

In general, trench cutting hire has been adversely impacted by the development of trenchless technology – for example directional drilling.  Our research indicates that Government/PFI investment in new schools is likely to provide a level of motivation for trenchers in so far as new playing fields constructed on the site of the ‘Old School’ require drainage, etc.  This, in addition to water utility and network cabling upgrades and renewals is likely to contribute to low level long term growth.

Suppliers to the trench cutting sector include Ditch Witch, Vermeer, Barreto, Mastenbrook, Case, etc.

Pochin, mentioned in this section in our 2004 Plant Hire Report,  provided a one-stop-shop for directional drilling and auger boring hire through their Avoidatrench and Pipeline Drillers operations, but these businesses have now been divested.

6.2.5
Compressors/Generators/Lighting/Welding

The table below indicates our estimates for the hire value of compressors, generators, lighting and welding equipment in 2005:  

	Table 18: Hire Market For Compressors, Generators etc At Hire Market Value 2005

	Product Groups
	Hire Market Value
(£m)
	Share
(%)

	Compressors
	51
	38

	Generating Sets
	50
	36

	Lighting, Welder Generators, Welding Sets and Transformers
	36
	26

	Total
	137
	100

	Source: AMA Research/Trade Estimates



Often referred to as the ‘fourth utility’, compressed air is authoritatively estimated to account for an estimated 300,000 installed systems in the UK, indicating the potential for rental opportunities during examinations, shutdowns, outages, etc.

The hire value for compressors is estimated at approximately £51m in 2005, indicating low level growth primarily driven by construction and process industry requirements, in particular oil-free applications.

Growth in the demand for oil-free compressed air has become more widespread with trade sources indicating that contamination by even trace quantities of oil can result in damaged batches or products, high rejection rates and returns, and costly production downtime and clean-up.  It can therefore be appreciated that the rapid hire of compressors to provide continuity of production during plant failures is essential in industries including, for example, food processing, pharmaceutical manufacturing and packaging, electronics manufacturing, automotive paint spraying, powder coating, textile manufacturing, etc.  In addition, opportunities for niche supply in the hire of air compressors are illustrated by for example, Airpac Bukom Oilfield Services (owned by VP Plc), leading hirers of specialist compressors for large contractors supporting repair, maintenance and modification works on Offshore Platforms.  In overall terms, the requirement for the supply of pure and uncontaminated compressed air has become more acute with the introduction of the Hazard Analysis Critical Control Point (HACCP) Regulations (effective January 2006) regarding the use of compressed air in the food industry.  The introduction of this legislation will tend to provide some additional long term motivation for the hire of oil-free compressors.

Compressors for the rental industry are usually diesel drive, complying with the relevant acoustic, environmental and pollution regulations.

Aggreko are a leading player in the hire of air compressors (including oil free, 22-44 cubic metres per minute) while Hewden, A-Plant, Bukom Oilfield Services (VP Plc), Airtec and Speedy all have a significant involvement in the hire of a compressed air facility for a wide range of applications.

In 2005, the hire market value for electricity generating is estimated to amount to around £56m. It is emphasised that this figure should be treated with a certain amount of caution.  Pure hire turnover is difficult to extract from companies’ turnover figures which may include revenue from transport services, installation and contracting, fuel and overseas operations, also revenue from other hire products, and genset sales, switchgear, and distribution equipment, etc.

In addition, the increasingly significant contribution of fuel revenue to hire product sectors and to individual company revenues should be recognised, particularly in applications where an engine may be running 24/7 – for example, generating sets, pumps and compressors, etc, and in instances where a ‘fuel management’/fuel supply service is offered by the hire company.

Fuel, which is a consumable item and a hire operating cost, has the effect of artificially inflating hire revenues and market values (and sizes), being particularly pronounced in the generating set sector, where fuel accounts for a significant proportion of hire revenue, as in many examples the engine is continually running, under load, and in addition, fuel costs are continuously rising.  For example, anecdotal evidence suggests that fuel revenue, where supplied by the hire company may on occasion account for as much as five to ten times the hire rate in the 100 to 1000 kVA sector where the engine is running 24/7.

It can therefore be appreciated that in certain sectors hire values appear to be considerably higher than they actually are, for the reasons previously mentioned.

As indicated previously, the hire market value of £56m in 2005 represents a significant uplift, reflecting long term growth in a range of end use sectors including the requirements for backup power for regional electricity companies, power for accommodation units, also remote and site power, emergency power, etc.

The hire demand for generators is forecast to demonstrate steady underlying growth reflecting increasing numbers of devices requiring electrical power, for example chillers and air conditioning systems.  Aggreko Plc (Glasgow), are regarded as one of the leading international power rental companies with customers in eighty countries.  Speedy Power have recently become a significant player in the overall UK site power sector following the May 2006 acquisition of LCH Generators and their substantial generator fleet up to over 1000 kVA. GAP, Hewden, and A-Plant have substantial involvement in generator hire and back up supply to the regional electricity companies.

It should be emphasised that in general terms the generator sector is highly regulated in terms of environmental impact including engine performance standards for the following criteria:

· Air Borne Emissions – Exhaust gasses and particulates.

· Diesel Fuel Spills and the Safe Disposal of Engine Oil and Filters – Double walled storage tanks, fail-safe valves, fluid containment, etc.

· Noise Levels – Acoustic enclosures, also isolation and attenuation systems.

This may tend to explain why, in general terms, the generator sector requires a high level of supervision and technical support in addition to transport, fuel management, remote monitoring, switch gear and general installation, etc., all of which tend to leverage hire market values. 

Generators represent a plant hire sector with considerable ‘added-value’ potential in terms of the hire of additional components such as cables, transformers, bunded fuel tanks and bowsers, Switchgear and panels, etc.  As mentioned previously, increasing levels of activity are envisaged as electrical hire equipment grows with the impact also of climatic factors such as flooding and the need for power for dehumidifiers, heaters, pumps, etc. 

The key product areas of lighting are Floodlighting, Festoon/Link Lighting, and Trailer-Site Lights. The majority of the lighting sector is accounted for by floodlights which may be differentiated mainly by power gas, mains electric or generator powered.  Festoon and Link lights are used on construction sites and railway track and signalling operations, etc.

The trailer lights sector includes remote illuminated traffic information/road works signs powered by a trailer light unit. An innovative lighting tower product is represented by Genset’s Vertical Hydraulics VT which is reported to have been developed in collaboration with A-Plant.  Featuring a rapid start up of 20 seconds, acoustic insulation and 60 hour runtime, the unit is particularly suitable for emergencies and events, lighting a 45-square metre area.

Welding equipment and welder/generators are forecast to demonstrate positive growth in the hire market.  In overall terms, the market penetration of small generators (and welder generators) has been motivated by innovative powered access products – for example, JLG’s highly productive ‘tow-pro’ series of trailer boom lifts for small contractors with integrated generator and power line to the platform.  There are evident advantages for construction applications in this type of development with power distributed to the welder from the MEWP thereby minimising the hazards and risks of long leads.

Trends in product development include blinding of fuel tanks, sound attenuation, environmental compliances, built-in theft protection and modular distribution and control panels, etc.

A further example of a product for the site power market is represented by GE Equipment Services ‘Ground Hog’, mobile welfare units which contain a toilet, generator and canteen facilities. ML Power Rental have a substantial fleet including Ingersoll Rand, Petbow and Caterpillar sets.

As indicated previously, LCH Generators were acquired by Speedy Hire in May 2006.  LCH reported a turnover of £21.1 million for the year ending 30th September 2005, and early in 2006 invested £3.5m in new generators, thereby aggregating their total UK hire fleet to around 3,000 generators.  It is understood that when added to Speedy’s existing fleet, over 4000 generators will be available for hire, some with an output of over 1000 Kva.  SDMO Energy’s generators, and FG Wilson’s, form part of Speedy’s substantial fleet.

Abird, of Sandwich, have around 500 generators up to 600 Kva and focus on the construction sector, principally with Ingersoll Rand Gensets.

Suppliers of compressors include Boge, Jun-air, Gardner Denver, Atlas Copco, Compair, Ingersoll-Rand, Kaesar, etc. 

Within the generating sets sector, major suppliers include F G Wilson Engineering, Caterpillar, TT Group, Cummins, Lister Petter, Ingersoll Rand, Brook Thompson, Genset, SIP, SDMO, etc.
Aggreko and Finning are major players in the hire market for electricity generating sets in the UK.  Finning Rental Power have a large fleet of Caterpillar Diesel sets.  SLD Longville are also a major player in the hire market for generating sets.  Hewden and A-Plant have substantial rental operations with Power Electrics, a member of The Turner Group, Woodside Power Generation, MacGen, Fox and Cooper, and having significant hire power generation interests.

Leading suppliers to plant hire in the lighting and welding sectors include Ingersoll-Rand, SMC, David Barton International, Atlas Copco, Mosa Welding Products, Brook Thompson, SIP, Arc-Gen, Genset, Harrington Generators, Power Equipment, Generac, Pike Signals, Youngman, Genie.

6.2.6
Others/Non-Mechanical Plant

Others/non-mechanical plant includes of 3 major product sectors:-

· Environmental – heating, cooling & drying.

· Portable Accommodation – cabin hire, single & multi-storey accommodation units, storage.

· Tools and Equipment accompanying Hired Plant – for example, Grinders, Sanders, Saws, Hammers, etc.

The table below illustrates the product mix of the non-mechanical plant sector in 2005:

	Table 19: Hire Market For Non-Mechanical Plant: Environmental, Portable Accommodation, and Equipment at Hire Market Value 2005

	Product Groups
	Hire Market Value
(£m)
	Share
(%)

	Portable Accommodation
	105
	49

	Environmental – heating, cooling, drying etc
	68
	31

	Equipment
	43
	20

	Total
	216
	100

	Source: AMA Research/Trade Estimates



As indicated above, portable accommodation is estimated to have a share of around 50% of the others/non-mechanical plant sector with a hire value of approximately £105 million in 2005.  In addition, it should be emphasised that ‘portable accommodation hire’, within the context of this report, refers primarily to ‘construction site accommodation hire’.  There is considerable overlap between the various relocatable hire accommodation sectors, with products ranging from site cabins to multi-storey buildings for commercial use.  As previously indicated, this report focuses on the site accommodation sector.  It should be appreciated that the hire market value for portable accommodation includes a substantial element of transport, craneage, erection and dismantling costs/revenue, also contracting, installation and groundworks, which are not strictly part of the hire product market value.

Portable accommodation hire is a fragmented market embracing a range of specialist hire operations, for example portable kitchens (PKL), and portable toilets, which are not included in our report.  While the hire of individual units represents a significant element of portable accommodation hire, authoritative sources indicate that there is a growing trend towards the hire of multi-storey buildings of over 6000 square metres with the advantage that the building can be rapidly removed if requirements change. Applications range from basic offices to long-term hire arrangements or ‘temporary’ accommodation for schools, hospitals, universities, business operations, etc.

The hire market for portable accommodation is primarily influenced by the following factors:

· The need for temporary buildings, control centres, etc., for events and emergencies, for example flooding.

· Legislative influences – for example, health and safety, the building regulations, food preparation, etc.

· Decontamination areas, for example asbestos removal.

· The need for vandal resistant and secure accommodation, reflecting trends in criminal activity.

· The need for buildings to be expanded or adapted to meet the changing needs of a business.

· Temporary accommodation for schools, hospitals and offices during periods of expansion or refurbishment with significant motivation from Government investment programmes.

· Specialist cabins for remote applications including integrated power supply.

· On-site Storage, workshops, and offices relating to construction and industrial activity: also including specialist uses such as units housing self-contained generators and uninterruptible power supplies for railway signalling, disaster recovery, etc.

· The need for ‘Protective’ accommodation in military and hazardous environments – e.g. Corus’ Blast Proof building, and Ultra Secure’s blast resistant units, etc.

There are various types of portable accommodation unit, including jack leg, wheeled units, toilet units, shower units, stacked units and blast resistant units.  The hire potential of blast resistant portable accommodation units is graphically illustrated by Hewden’s relatively recent supply of 120 units to BP’s Coryton Oil Refinery to house personnel from BP and its contractors whilst maintenance work is carried out on fuel tanks and other equipment.

In a deal worth over £500,000, Hewden hired out units designed and built by Ultra Secure Products, (a member of Britspace Group). Corus also supply blast resistant units, as previously mentioned.

Portable accommodation hire is forecast to demonstrate continuing growth motivated by the trend to increasing numbers of events, underlying growth in certain sectors of construction and the influence of health and safety legislation.  While military applications are likely to increase with the need for blast proof structures in hostile environments, opportunities also exist in the UK oil refinery sector – for example, Hewden’s hire of 120 units to BP Coryton in 2006 mentioned above.

Elliott design, manufacture, and hire  portable accommodation units, and are a leading hirer, with ‘Elliotthire’ a fleet of over 33,000 units.  Speedy are also a major hirer, with over 22,000 units, Portakabin are a leading supplier, and hirer, while other major suppliers and hirers include Wraith Accommodation, SGB Rovacabin, S. Wernick, Terrapin, Gateway Fabrications, Adroit Modular Buildings, R.B. Farquhar, Garic, SMP (Grimshaw), McAvoy Offsite, Mercian Masterplan, etc., while Bunkabin focus on the hire of diners and sleepers, and Rollalong concentrate on the manufacture of modular units.

GE Equipment Services Modular Space claim to be the world’s largest supplier of temporary and portable accommodation with products including, for example, ‘Groundhog’ mobile welfare units which contain a toilet, generator and canteen facilities.

Over 100 companies offer a hire facility, for example Adroit Modular Buildings and SMP.  PKL Group specialise in the hire of portable kitchens and specialist healthcare units.  Portakabin and SGB Rovacabin provide a comprehensive hire package including project management, consultancy, installation, climate control systems, and furniture, etc.

Hire demand for portable accommodation is buoyant reflecting the impact of health and safety legislation, health and education investment, outsourcing, expanding construction site applications and the periodic positive impact of large volume short term hire for events and entertainment. The outlook in 2006 is relatively positive with growth sectors including robust steel secure accommodation units, theft and vandal resistant units, re-inforced units with an integrated generator, long run bunded fuel tanks, security features, blast resistance, etc.  Specialist units also include self contained welfare cabins, kitchens, refrigerated units, healthcare refuge cabins (for tunnels and mines), power modules, blast resistant cabins, etc.

Significant growth is forecast for portable accommodation hire for reasons previously indicated with a continuation of the trend towards a building solutions approach to portable accommodation projects for example, Portakabin and McAvoy Offsite.

With an estimated hire market value of £68m, heating, cooling and drying represents a significant sector of the plant hire market, sector hire value varying widely due to climatic factors.

However, a caveat should be sounded in the site accommodation hire sector with authoritative sources indicating that hire rates have barely increased over the last 10 years while new units have significantly increased in cost reflecting substantial rises in steel prices, this may have a bearing on the trend of plant hire companies, and construction companies divesting – for example Caledonian Building Systems, Selwoods, Andrews Sykes, etc.  However, Wernick and Speedy have pursued a policy of acquisition.

In general terms, the air conditioning and heating sectors experienced lacklustre conditions over the last two years with a relatively cool summer in 2004, although 2005 was more ‘positive’, impacting the air conditioning sector, while the milder winter of 2004/5 was partially offset by positive motivation from the colder winter in 2005.  This continued into the first quarter of 2006, which provided positive motivation for heating hire in 2006.

The mix of hire usage by product group in 2005 is illustrated in the chart below:

Chart 20: UK Plant Hire Market For Heating, Drying & Cooling 2005
Hire Market Prices
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As indicated, air conditioning and coolers are estimated to account for the largest sector of the market in 2005, reflecting the hot summer climate, whilst heaters and dehumidifiers were relatively stable, indicating dry weather conditions.

Space heaters account for the majority of the heaters sector and are generally used by contractors to heat warehouses and industrial buildings while dehumidifiers dry buildings during construction, thereby accelerating the finishing trades and date when revenue earning can commence.

Principle suppliers to the hire sector include Andrews Sykes, SLD (Longville Group), and Aggreko.
Hire of cooling products is continuing to expand, driven by the demand for ‘comfort’ cooling arising from warmer summers. The 2005 Summer was relatively hot which tended to stimulate air conditioning hire.  Also included in this sector is chiller hire, to chill liquids used for cooling in sectors such as process cooling, food and beverage, chemical, petrochemical, pharmaceutical, micro electronics, etc 

The mix of air conditioning products central station systems and Pac systems is shown in the chart below, extracted from AMA’s report ‘Ventilation, Air Conditioning and Non-Domestic Heating market – UK 2005’:

Chart 21: Mix of Air Conditioning Systems By Value 1993 to 2003
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The table illustrates that in 1993, central station air conditioning systems were estimated to account for around 58% of the market by value.  This has steadily decreased with the sector now accounting for around 38% in 2003.  The change in product mix is primarily due to the increasing popularity of the packaged air conditioning sector, for a wide range of commercial and light commercial applications, but it is also due to the changing application base, i.e. fewer industrial and large commercial buildings being built: central station systems are heavily influenced by levels of new build and refurbishment operations.

VRV systems have increased PAC value, increased the need for inverter products, with energy efficiency a prime consideration.

Packaged air conditioning constitutes the majority of the air-conditioning market and is estimated to account for around 62% of the total market value, with mini splits demonstrating relatively high growth rates.

In summary, future levels of heating, cooling and drying hire are dependent upon climatic factors. However, the underlying trend is positive, given the higher levels of commitment to improving the ‘working environment’, which entails ‘comfortable’ levels of ambient temperature.

Plant hire companies tend to hire out equipment for use with plant. This is particularly relevant in sectors where plant hire companies offer total rental solutions and comprehensive packages – for example Hewden and A-Plant. Fall-arrest equipment may be required, under the ‘Work at Height Regulations 2005’.  Further example are listed below:

· Pipeline and Cable Detection Equipment, Levels, 2-Way Radios etc.

· Sling and Chains, Jacks, Machine Skates, etc.

· Health and Safety Equipment – signs, lights, etc.

The hire demand for bunded fuel bowsers is demonstrating positive  growth driven by increasingly prescriptive regulations in the field of environmental pollution control. Garic Plant and Ace Plant are leading hirers in this sector, while Terence Barker manufacture bunded oil storage tanks for hire and sale from 1,000-60,000 litres capacity.

Companies supplying portable air conditioning products include De Longhi, Andrews Sykes, Carrier, Heatbusters and Acna.  Youngman Group are active in both heating and cooling, and manufacture quartz and ceramic infra-red heaters. Aggreko, CRS (Longville Group) and Andrews Sykes are the principal specialists in the heating, drying and cooling sector of the plant hire market with the availability of comprehensive solutions and packages in addition to ‘spot’ hire.

7.
key market influences

The key external factors influencing the Plant Hire market are the performance of the economy, the level of construction and industrial activity, the impact of legislation, and political factors, such as the government’s extensive commitment to environmental protection and other changing factors such as the growth of off-site construction sectors.

7.1
UK Economy

The underlying performance of the economy was briefly reviewed in overall terms in Section 3 of this report with indications that the pre-requisite of solid economic growth is firmly in place for the development of the UK Plant Hire market.

7.2
Construction: Contractors Output and New Orders Obtained by Contractors

The Plant Hire market is primarily influenced by the performance of the industrial and commercial construction sectors, with the overall level of building and construction for new work and RMI non housing shown in the table below:

	Table 22: Contractors Output - New Work and RMI Non Housing – Current Prices (£ million) 1995-2006

	Year
	New Work
	RMI

	
	Public
	Industrial
	Commercial
	Infra-structure
	Public
	Private

	1995
	4661
	3008
	6209
	5660
	5398
	5978

	1996
	4441
	3119
	7015
	6338
	5251
	7030

	1997
	3756
	3491
	8388
	6311
	5079
	7590

	1998
	4151
	3810
	9917
	6182
	5220
	8147

	1999
	4919
	3973
	12076
	6200
	5371
	8376

	2000
	4753
	3716
	12653
	6441
	5685
	9424

	2001
	5206
	3702
	13562
	7147
	6111
	10992

	2002
	6740
	3374
	14965
	8077
	6712
	12340

	2003
	8782
	3644
	15109
	7363
	7930
	13686

	2004 
	10392
	3978
	16807
	6490
	8015
	13881

	2005
	10049
	4291
	17369
	6499
	8939
	14718

	2006 est
	11941
	4400
	17920
	7575
	9300
	15313

	Source: DETR/AMA Research



The above table illustrates that the overall level of new work has experienced steady underlying growth with the commercial sector tending to grow more rapidly. While Public Sector output was relatively static through the 1990’s, the increases in capital expenditure in the health and education sectors has resulted in strong growth in 2000 - 2005 and will tend to underpin sector growth in the future. 

RMI output has shown good increases in the Private sector, almost trebling 1995 - 2005 with prospects for sustained growth largely dependent on the housing market which is forecast to provide low level long term motivation. Public sector RMI has been flat in the 1990s, but has also grown strongly in the last 2-3 years.

The value of new orders obtained by contractors is an indicator of future performance.  The dramatic changes in this sector can be seen in the following table:

	Table 23: New Orders Obtained By Contractors 1994-2006 Current Prices

	Year
	Infra-structure
	Public
	Private Industrial
	Private Commercial
	Total

	1994
	3451
	3654
	1999
	5075
	14179

	1995
	4167
	3209
	2723
	5873
	15972

	1996
	4664
	2956
	2337
	6390
	16347

	1997
	3991
	2894
	3149
	7525
	17559

	1998
	4479
	3504
	2971
	9593
	20547

	1999 
	4195
	3273
	2558
	9184
	19210

	2000
	4992
	3815
	2589
	9729
	21125

	2001
	5154
	4117
	2542
	10221
	22034

	2002
	5555
	5910
	2247
	10482
	24194

	2003
	4894
	6142
	2383
	9721
	23139

	2004


	3772
	6847
	2593
	12026
	25238

	2005
	5532
	6694
	3421
	13163
	28810

	2006 Est
	5106
	6700
	3450
	14206
	29462

	Source: AMA Research



The infrastructure sector has a significant influence on the UK plant hire market.  'Infrastructure' comprises water, sewage, railways, roads, electricity, gas, telecommunications, harbours, airports, etc.  The road and railway system’s programme of improvements will have positive implications for a wide range of plant hire. The airport sector also offers significant plant hire opportunities with Heathrow T5 and associated projects. In particular, the infrastructure sector will receive a major boost from a number of projects as part of the Olympic bid, in the South East and possibly other parts of the country, with a range of opportunities for plant and equipment hire. 

New orders in the private industrial sector showed a sharp decline in 2002, but  recovered in 2003-5.  Private commercial sector experienced a substantial increase in demand through to 2005, though 2002/03 were more difficult years as a result of a downturn in confidence and major new build developments following 9/11.

Public sector new work is rising rapidly, driven by the government’s commitment to improved public services and the influence of PFI and PPP programmes across a range of end use application areas, in particular health and education.  This suggests that short to medium term future construction output levels in these areas are likely to feature significant growth, with the £40+ billion Building Schools for the Future programme offering major opportunities in the longer term.

7.3
Production Industry Output

Although the manufacturing sector has experienced relatively uncertain conditions, certain sectors tend to perform better than others.  New investment projects – for example, new factory construction, warehouse construction and refurbishment, etc., will usually require a range of plant hire products throughout the construction cycle, ranging from cranes and access platforms to telehandlers and excavators.

Recent trends in output of the production industries provide an indication of the levels of activity likely to be encountered in the repair, maintenance and improvement sectors. The table below illustrates the performance of the different sectors of the production industries, indexed with 2002 as the base year. The relative importance of the sub sectors can be seen at the foot of the table.

	Table 24: Output of the Production Industries 1999-2005

	Year
	Food, Drink
	Textiles, Clothing
	Fuels, Petrol
	Chemicals Fibres
	Basic Metals
	Engineering
	Other M’facturing
	Total

	1999
	98.9
	125.3
	98.5
	89.4
	104.3
	106.6
	100.9
	103.4

	2000
	98.2
	121.1
	103.7
	94.2
	106.5
	112.2
	101.4
	90.1

	2001
	99.0
	108.1
	97.8
	100.0
	104.2
	108.3
	100.9
	102.6

	2002
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0

	2003
	99.9
	98.1
	92.4
	100.9
	97.7
	101.1
	100.3
	98.7

	2004 
	101.6
	87.1
	97.7
	104.6
	100.8
	105.7
	100.2
	99.6

	2005 Est
	102.1
	85.9
	98.6
	103.0
	101.9
	105.5
	98.6
	99.4

	Relative Weight of Each of the Sectors:

	
	14%
	4%
	2%
	11%
	10%
	30%
	29%
	100%

	Source:  ONS



The table indicates that overall output of the manufacturing sector is flat at best over the last 7 years, with 2005 at 99.4 still below the 1999 level.  Within the individual sectors, chemicals and man-made fibres is a sector that has performed relatively well, along with food, drink and tobacco.  

Sectors performing poorly include textiles, leather and clothing, which shows a very poor performance over the last 3-4 years in particular.  This is driven by the shift to low cost manufacturing countries in Eastern Europe and the Far East.

Also performing poorly are the basic metals and metal products sector and the engineering and allied industries sector. Again most of this is driven by the shift to the investment in low cost manufacturing countries.

In addition, the impact of company maintenance strategies plays a key role in influencing the level of usage of plant hire products, with maintenance activity tending to vary from company to company, dependent upon financial conditions, strategies and plant depreciation policies, etc

It is in ways such as these that the demand for plant hire products can be influenced, with a focus on high levels of preventative maintenance and an adequate budget tending to increase hire demand in overall terms. 

7.4
Self-Build Market

The self build housing market has a requirement for mini-excavators, dumpers, trailer mounted platforms, power barrows, etc.  The following table estimates the current self-build market in terms of volume and provides forecasts to 2009:

Chart 25: Self-build Market by Volume 2000-2009
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As illustrated in the above chart, the current volume of self-build houses is estimated to be around 15,250 units in 2005.  As indicated previously, the overall demand for homes in the UK is increasing at a greater rate than new housebuilding levels which is likely to result in further volume growth of self-build projects, assisted by other key influences including.

· Increased exposure through television and magazines.

· Government incentives e.g. VAT refunds.

· New product development making self-build projects easier.

However, the lack of available land for self-build projects is likely to restrict growth, particularly for many aspiring ‘self-builders’ in the South of England.

7.5
Prefabricated Buildings – Including ‘Volumetric’ ‘Semi-Finished’ and ‘Steel Structural Framing’

As indicated in AMA’s 2006 reports on the UK Prefabricated buildings markets, buoyant growth is forecast which is likely to provide long term low level motivation for mobile elevating work platforms in particular, also crawler cranes, mobile cranes, light weight tower cranes, telehandlers, with the main drivers for prefabrication including the following factors:

· Underlying growth in construction orders in key end use sectors for example health, education, defence, prisons, etc. 

· Increasing numbers of single and two-person households driving the market for smaller new builds and apartments. In addition, the rising number of divorcees, immigration levels and increasing average lifespan are supporting high growth in the number of single households. Single living accommodation projects in the MoD and Student Housing involving both semi-finished and volumetric units will drive both sectors over the next 3-4 years.

· Underlying motivation for semi-finished units arising from major build programmes for prisons, asylum centres, immigration detention etc.

· Growth in budget hotel and leisure/fast food sectors.

· Olympic Games development will provide opportunities for prefabricated buildings of many types.

· The urgent requirement for affordable rented key workers accommodation in the public sector is benefiting prefabricated volumetric buildings, including volumetric relocatables, for example the Baron’s Place volumetric relocatable building manufactured by Spaceover, etc. 

· Shortage of skilled site personnel encouraging offsite manufacturing. 

The above represents an assessment of some of the principle factors influencing the future development of the UK market for prefabricated buildings with positive growth implications for the relevant sectors of the UK plant hire market.

Our forecasts indicate an underlying annual growth rate of around 10-12%, though this will depend on the phasing of specific programmes. For example, the MoD awarded the Allenby Connaught programme of accommodation upgrade to the Aspire Defence Consortium, which involves well over 10,000 volumetric units to be supplied by Corus Living Solutions over the next few years. These will obviously require lifting which is likely to provide a substantial source of work for mobile and crawler cranes.

In broad terms, prefabricated ‘volumetric’ buildings consist of three dimensional modules or ‘box-like’ structures, manufactured off-site, which are transported on a lorry in fully-assembled form to the building site, while prefabricated ‘semi finished’ buildings are usually delivered in ‘flat-pack’ form requiring further erection on site to form the enclosed three dimensional structure or module. Furthermore, the semi-finished sector includes Timber frame buildings, and concrete systems, in addition to steel, being characterised by a higher level of on-site assembly work ‘At Height’ than is usually required for volumetric installation which is likely to provide some additional opportunities for mobile elevating work platforms in general. The chart below illustrates the growth profile of the UK prefabricated volumetric buildings market from 1998-2005, with forecasts from 2006-2009: 

Chart 26: Prefabricated Volumetric Buildings Market 1998-2009 at £m MSP
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As indicated, the volumetric market experienced positive growth from 1998-2005 with strong underlying long-term growth of around 8-10% forecast for the period 2006-2009. It is likely that the principle opportunities for mobile elevating work platforms will arise in the construction of buildings consisting of several modules which require bolting together, with or without a structural steel frame, for example modular buildings in end-use sectors including health, education, hotels, defence, affordable housing, etc.

An indication of the scale of opportunities available in the semi- finished sector is illustrated by the chart below, which outlines the generally rising trend from 1998-2005, with forecasts from 2006-2009:
Chart 27: Prefabricated Semi-Finished Buildings Market 2002-2009 at £m MSP
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Source: AMA Research

As indicated, substantial growth is forecast 2006-2009 with a wide range of opportunities for cranes and mobile platforms, reflecting the differing requirements of steel, timber frame, concrete methods, also structural insulated panels, and projects combining traditional and prefabricated semi-finished construction techniques. 

The prefabricated structural steel frame sector is also forecast to provide substantial long term motivation for cranes and mobile elevating work platforms with opportunities ranging from the bolting of portal frame  single storey industrial buildings to the bolting of multi-storey residential and mixed use buildings. An indication of the significance of the steel framing sector can be gained from the reported 12 Nationwide articulated booms used over an estimated period of 11 months to erect 70,000 tonnes of steel framing for the £80m Silverburn (Glasgow) retail and leisure complex.  Furthermore, it is not unknown for a 1:1 ratio of workers to aerial platforms to occur on North American construction sites, which gives an indication of overall long term market potential.

The development of advanced man platforms with generators for power tools and welders has tended to raise the productivity levels of ‘on-site’ operations which is also likely to impact positively on plant hire.

Significant development relating to prefabricated buildings is also occurring in the cranes sector. For example, it is reported that Mantis Cranes have introduced a new self-erecting tower crane to be marketed to timber frame and light steel frame construction contractors. Weighing 20 tonnes, the crane can be transported as a single load.  However, for heavier ‘lifts’ – which are usually encountered in the concrete sector, and where flat pack concrete panels require to be craned off a lorry and transported, crawler cranes may be deployed, dependent upon application.

7.6
Non-Structural Cladding

The lifting, positioning and fixing of fragile cladding panels represents a growing end-use sector for cranes and powered access equipment reflecting growth trends in the overall UK cladding market and the positive impact of the ‘Work at Height Regulations 2005’, etc.  AMA’s report the “UK Cladding Market 2005” forecasts growth of around 3-4% from 2006 – 2008, as indicated in the table below:

	Table 28: UK Wall Cladding Market 1998-2008 at Current Prices

	Year
	Value (£m MSP)
	% Change

	1998 
	419
	-

	1999 
	435
	+  4

	2000 
	459
	+  5

	2001
	480
	+  5

	2002
	495
	+  3

	2003 
	511
	+  3

	2004 
	526
	+  3

	2005 Est
	537
	+  2

	2006 Fcst
	553
	+  3

	2007 Fcst
	569
	+  3

	2008 Fcst
	590
	+  4

	Source: AMA Research/Trade Estimates



The above table indicates long term positive growth in the UK cladding market which is likely to provide a range of opportunities for powered access equipment, with a trend to heavier cladding loads arising from additional insulation required under Part L of the Building Regulations, and also motivation from the ‘Work at Height Regulations 2005’, etc.

Requirements for powered access depend upon the type of application as detailed in the chart below:

	Table 29: UK Wall Cladding Market- Product Mix by Type by Value 2004

	Product
	Value £m MSP
	Share %

	Single Skin Products
	81
	15

	Multiple Skin Products
	183
	35

	Pre-cast Concrete Panels
	119
	22

	Weatherboarding/Roofline Products
	49
	9

	Facing Materials
	98
	19

	TOTAL
	530
	100

	Source: AMA Research/Trade Estimates



As indicated, the largest product sector in value terms is ‘combined metal twin skin and composite products’ and it is this sector which presents the greatest opportunities for market penetration by cranes and powered access equipment in a ‘lifting and fixing role’, although all sectors have a requirement for inspection and assembly operations.  Pre-cast concrete cladding panels may require the services of a crawler or mobile crane.

7.7
Waste

The UK produced approximately 330 million tonnes of solid waste in 2002/03. The level of waste is a prime motivating factor for plant hire machine utilisation as a result of the various demolition, crushing, screening and handling operations which are required to be carried out to comply with ‘green’ environmental and ‘renewables’ legislation.  The following chart illustrates the range of waste categories:

Chart 30: Estimated Waste Arising by Origin 2005 (%)
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As the chart indicates, the major producers of waste are the construction and demolition, mining and quarrying and industrial sectors, which together account for around 75% of all waste generated.

The WRAP aggregates programme encourages greater use of recycled and secondary aggregates by developing more applications for these products which should motivate hire and investment in machinery and equipment to process construction, demolition and excavation waste.

The demolition and ‘sorting’ sector represents a significant hire end use application for the larger and more robust hydraulic excavators, including long-reach.  In addition, the significance of the demolition sector in terms of hire product development is indicated by the emergence of, for example, the innovative JCB JS 330XD excavator with hydraulically operated ‘docking’ of the high reach boom facilitating productive use of the excavator at lower heights.  A further hire requirement for excavators is for grapples and specialist attachments to sort girders, debris and rubble into various piles and containers: while shovels excavate ground works.  

Further motivation for excavators arises from site processing of rubble with excavators feeding the various crushers and screens as part of the overall recycling operation. As mentioned previously, demolition and sorting operations often provide work for many plant hire product types in addition to excavators – for example wheeled loaders, telehandlers, mobile platforms, skidsteer loaders, compressors, jackleg cabins, etc.

To summarise, the process of waste management includes the following functions:

· Transfer stations

· Material recycling facilities

· Landfills

· Incinerators

· Composting

Plant hire machinery sectors utilised in waste management operations include, for example, the following types:

· Excavators, including wheeled excavators

· Wheeled loaders

· Backhoe loaders

· Skid steer loaders

· Tracked loaders

· Articulated trucks

· Telehandlers

· Scrapers

· Crushers & screens, etc.

7.8
Legislative Influences

Legislation represents a key external factor influencing the performance of the UK plant hire market.

7.8.1
The Aggregates Levy

As reported by the British Aggregates Association, in August 2006, the European Court of First Instance (CFI) announced its verdict on the British Aggregates Association’s legal challenge to the Aggregates Levy in Brussels on Wednesday 13th September 2006, when the legal challenge was not upheld.

The director of BAA commented that the UK was already leading Europe in aggregates recycling, and the use of alternatives, before this legislation was introduced.

7.8.2
Health & Safety, etc.

As mentioned previously, certain legislative influences tend to motivate plant hire sectors – for example the ‘Work at Height Regulations 2005’.  Further examples of legislative activity bearing on the plant hire market include the Control of Vibration at Work 2005 Regulations, the Noise at Work Regulations, Manual Handling Regulations, Revised Building Regulations, Control of Pollution (Oil Storage) (England) Regulations.

Control of Asbestos at Work Regulations (November 2002 Amendment) – effective may 2004.  

According to the Health & Safety executive, more than half a million buildings around the country still contain some form of asbestos.  Furthermore, asbestos surveys need to be undertaken by independent experts to identify location and asbestos type and condition, and to assess the level of risk of fibre release, with the preparation of an asbestos management plan.

The requirement for an asbestos survey tends to have positive implications for powered access hire as the process of surveying will require all over access and the elevation of personnel around the building envelope to establish the location of asbestos elements, and to carry out remedial operations.

‘Work at Height Regulations 2005’

In overall terms, the ‘Work at Height Regulations 2005’ are likely to have a positive impact upon the plant hire market.

In broad terms, Work at Height refers to any height where a person could fall and suffer personal injury, with ladders only to be used when it is assessed that it is impracticable to use another safer alternative etc.

These revised regulations are likely to result in a level of product substitution from ladders to towers and powered access platforms which is likely to provide some additional long term low-level motivation for towers and powered access.

However, the trend from ladders to towers and powered access is unlikely to be dramatic as there are many site and access situations where it is impracticable to use alternative access equipment to ladders.  In addition, the process of carrying out a risk assessment may identify hazardous working practices where no form of recognised access equipment is currently used, and may, where permitted under the legislation, provide some motivation for access sectors of the UK plant hire market.

Revised Building Regulations Part L

As mentioned previously, the requirement to achieve specified levels of building airtightness may require visual inspection of internal and external surfaces and apertures of the building envelope, with potential opportunities for powered access and compressors for airtightness tests.

In overall terms, the Energy Efficiency Sector is likely to provide continuing opportunities for plant hire reflecting, for example, new machine installation to improve efficiency and productivity, also building improvement, etc.

The Control of Pollution (Oil Storage) (England) Regulations 200

Pollution legislation tends to have a significant impact upon the plant hire market and has motivated the supply of value added compliant products designed to minimise the risk of fluid spillage and leakage – for example, bunded bowsers, and fuel tanks.

In addition, the disposal of engine oil and filters represent potential sources of contamination or pollution requiring appropriate handling methods and products.

Fuel (or oil) spills during the normal process of replenishing fuel tanks, engine lubricating oil, and hydraulic oils require immediate response and are particularly prone to occur in site operations, providing some opportunities for hire and consumable sales.

In overall terms, the Control of Pollution Regulations tend to provide limited opportunities for increasing hire value, either through the hire of bunded bowsers and ‘storage’ products, or through appropriate consumables.  This is likely to increase, given the increase in the diesel engine population and the wider application of hydraulically operated equipment.

7.9
Wind Turbines

Wind Farms

It is indicated that 1618 turbines are currently in operation in the UK with a significant number of new wind farms planned.

The increasing level of installation and maintenance of wind turbines, both on-shore and off-shore, is likely to provide additional long term demand for the overall plant hire market in the UK.  In particular, crawler cranes, mobile cranes, truck mounted access platforms and excavators are likely to benefit from the construction process for road access, special bases, and the subsequent craning of the support structure and turbine, with routine maintenance requiring high level aeriel platforms, for example. In addition, the construction of substations for wind applications may also provide some additional opportunities for plant hirers.

On balance, it is likely that the wind farm sector will provide low level motivation for certain plant hire sectors, for example crawler cranes, and aeriel platforms, but the practicalities of obtaining adequate levels of planning approvals and views concerning high generating costs may tend to have an adverse impact on the development of the sector. In addition, a relative shortage of new capacity in the market may be observed following the reported withdrawal of FKI group from the wind turbine business in 2005.

The impact of wind turbines on the plant hire market is principally regional, tending to draw on ‘central’ nationally-available resources – for example, a large crawler crane to lift turbines, or a high level truck mounted access platform for assembly, inspection and repair, with medium and heavy excavators, also graders, used to construct haul roads, and excavate bases.

7.10
Railway Sector

According to Network Rail, third party expenditure on enhancements to the network is estimated to be between £200-300 million per year, or around £1 billion over the next three years, with over 200 significant schemes each year.  The railway infrastructure provides many opportunities for plant hire, including trends to mechanised inspection in preference to manual, which will tends to motivate the hire of powered access equipment for inspection of under and overline bridges, tunnels, retaining walls, embankments, overhead wires, etc.   Harsco Track Technologies are involved in the development of road/rail access platforms.  For example their road/rail Foden access unit provides simultaneous access to both sides of overhead electric catenary.  King (the parent of the well-known ‘Skyking Range’) have established a railway division, King Rail, in partnership with Zwiehoff – Zagro, the German road/rail specialists of Rosenheim.

The rail sector has attracted several plant hire specialists, for example AB 2000 (Rail) Plant Hire Services, established in 2005, have a fleet of Colmar and Liebherr rail/road excavators. Hydrex are regarded as market leaders while BCL Rail Services, Gordon Bow, Philmor Rail and Story Rail also Hire Plant to the rail sector.

Considerable development activity is occurring in the road/rail sector, driven by the need for accelerated investment in the railway infrastructure and continual pressures for increased productivity and the reduction of overhead costs, with safety of paramount importance. In addition, it is understood that a re-appraisal of Network Rail’s hire and contracting arrangements has been carried out with the result that considerably fewer contractors/hirers are involved in overall terms.

8.
Future Prospects

The prime influencing factors driving growth in the UK plant hire market include a relatively strong UK economy, positive growth in key construction and housebuilding sectors, and strong motivation from the continuing impact of health and safety legislation – for example, the ‘Work at Height Regulations 2005’.  As indicated previously, levels of plant hire demand vary regionally, reflecting the geographical spread of local construction and housebuilding programmes, also the distribution of natural resources, mining and quarrying activities, climatic and environmental factors, and industry specialisations.

UK construction output has grown strongly over the last 5 years, reflecting steady growth in private housebuilding and major increases in Government spending on health, education, transport, social housing and accommodation. This is anticipated to continue over the next 3-5 years, underpinned by a combination of direct investment and PPP and PFI programmes, with the positive impact also of the Olympic Bid and associated infrastructure.  Education, however, probably represents the most attractive sector over the next decade. The Building Schools for the Future programme is a £40+ billion investment plan to rebuild or renovate primary and secondary schools in England. While the programme is dependent on a Labour Government, investment will be spread across the whole of the country and must offer significant opportunities for plant hire over the next decade.  

House building programmes represent a key motivating factor for a range of plant hire equipment including telehandlers, backhoe loaders, excavators, and rollers, with the general trend towards prefabrication also providing additional opportunities for cranes and powered access, both in housebuilding and in single and multi-storey apartment construction. While completion levels increased marginally towards 200,000 in 2005, provisional figures in early 2006 indicate steady growth in output which is likely to provide a wide range of plant hire opportunities in the short, medium and long term. In particular, the trend towards apartments, already at over 45% of total housing output in 2006, is set to continue as pressures on available land for development increases.

While the EEF reported a minor improvement in the manufacturing sector, with marginally higher levels of capital expenditure forecast, the level of activity varies regionally.  In the infrastructure sector, growth rates are variable, for example, in the airport sector, the construction of Heathrow T5 is reported to incorporate a high level of usage of prefabrication for passenger processing, administration and operational functions, also transport infrastructure.  In addition, utilities and rail are likely to demonstrate low level underlying growth, with the long term prospect of substantial construction and plant hire activity arising from the 2012 Olympic Games.

In overall terms, future prospects for plant hire are likely to be underpinned by a wide range of hire growth sectors – for example portable accommodation, excavators, powered access, telehandlers, and bunded bowsers/storage tanks.

In addition, developing specialist niche hire opportunities tend to broaden the base of the plant hire industry in general, with relatively recent examples including nuclear decommissioning and storage, for example Dounreay and Sellafield investment in the oil industry, reflecting high oil prices, coal fields recovery, remediation and regeneration, growth in prefabrication, steel frame, and timber frame buildings, power generation upgrades and new build (for example Peterhead), and the renewables sector. Skills shortages, health and safety legislation and the emphasis on high productivity plant, will tend to drive market penetration in all plant hire sectors in the medium and long term.

It is likely that plant hire companies will experience significant competition from tool hire companies, and ‘specialists’, reflecting first, increasing convergence between the tool and plant hire markets, with certain tool hire companies developing plant hire sectors, and second, synergies between the fleet logistics and handling characteristics of, for example, mobile platforms and telehandlers, with recent instances of powered access specialists developing telehandler fleets.  

Despite recent restructuring in the sector, the plant hire market remains relatively fragmented reflecting the diversity of products and end-use markets, and the scale of investment required to compete in all sectors.  However, industry concentration is likely to increase in the long term, through the development of core market leadership in specialist plant sectors, and divestment of ‘non-core’ activities.

As previously indicated, the positive impact of higher levels of health and safety and environmental legislation represent key drivers for plant hire growth, providing a range of opportunities for hire product innovation and development.  In addition, the extension of the Building Regulations and continual requirement to improve thermal and energy efficiency targets tends to provide an increasing range of opportunities in the short, medium and long term, including, for example, examination of the air tightness and repair of building envelopes.

In overall terms it is forecast that 4-6% annual growth for the period 2006-2009 provides a sound basis for market projections bearing in mind that levels of activity will tend to vary regionally.  If these growth rates are achieved it is likely that the plant hire market will be approaching a value of £3.2 billion within the next 3-4 years.

Source: AMA Research
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