
ERA Convention 2019, “RENTAL: A SHARING ECONOMY”, Madrid, 15 and 16 May 

Please react on Twitter, @era_rental, #eraconvention2019

Investor Perspectives 

on the Rental Industry
Pietro Sibille, 
Todor Todorovski, 
Garrison Taylor, 
Crédit Agricole CIB



Investor Perspectives on the 

Equipment Rental Industry

May 15, 2019



Page 3 Investor Perspectives on the Equipment Rental Industry – May 2019

Disclaimer

© 2019 CRÉDIT AGRICOLE CORPORATE AND INVESTMENT BANK, all rights reserved.

The information presented in this document (this “Presentation”) has been prepared by Crédit Agricole Corporate and Investment Bank or one of its 
affiliates (together with their respective directors, officers or employees, “CACIB”).  It has been provided to you for your information on a strictly 
confidential basis, solely for your use and it may not be reproduced or distributed without the written permission of CACIB.

No Offer:

Nothing contained in this Presentation should be construed as an offer or the solicitation of an offer to enter into any contract or transaction.

Non-Reliance on CACIB:

CACIB does not act as a fiduciary or advisor to any recipient of this Presentation.  Nothing contained in this Presentation should be considered as a 
recommendation to enter into any transaction or contract.

CACIB makes no representation as to the suitability of any transaction or contract or the tax, legal, regulatory or accounting treatment of any 
transaction or contract that may be described in this Presentation.  You should ensure that prior to entering into a transaction or contract you have: (i) 
fully investigated, analysed and understood the potential risks, rewards and implications of the transaction or contract; and (ii) determined that it is 
suitable in the context of your investment objectives and circumstances. Accordingly, you should consult such financial, tax, accounting, legal, 
regulatory and other professional advisors as you consider appropriate before entering into any transaction or contract.

Limitation of Liability:

CACIB makes no representation or warranty and gives no assurance, whether express or implied, as to (i) the accuracy, timeliness, completeness or 
fitness for any particular purpose of any information contained in this Presentation;  or (ii) the accuracy, completeness or reasonableness of any 
assumption, forecast, scenario analysis or financial model related information contained in this Presentation.  Under no circumstances shall CACIB 
have any liability whatsoever to any person or entity for any resulting loss or damage or other circumstances within or outside the control of CACIB. 

Regulatory Status:

CRÉDIT AGRICOLE CORPORATE AND INVESTMENT BANK is authorised by the Autorité de Contrôle Prudentiel et de Résolution (ACPR) and 
supervised by the European Central Bank (ECB), the ACPR and the Autorité des Marchés Financiers (AMF) in France and subject to limited 
regulation by the Financial Conduct Authority and the Prudential Regulation Authority. Details about the extent of our regulation by the Financial 
Conduct Authority and the Prudential Regulation Authority are available from CRÉDIT AGRICOLE CORPORATE AND INVESTMENT BANK London 
branch on request.  

CRÉDIT AGRICOLE CORPORATE AND INVESTMENT BANK is incorporated in France with limited liability and registered in England & Wales. 
Registered number: FC008194. Branch No. BR 1975.  Registered office: Broadwalk House, 5 Appold Street, London, EC2A 2DA.
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Crédit Agricole Group

A Large Global Banking and Insurance Group

Large Customers Asset gathering
Specialised 

Financial Services
Retail Banking

Fédération Nationale 
du Crédit Agricole

(FNCA) 

39 Regional Banks
Joint control of Crédit Agricole SA

via SAS Rue La Boétie

56.6% 43.4%

100%

9.3 million 
mutual shareholders

2,476 Local Banks

Crédit Agricole SA

Float

Market capitalization: EUR 37.4bn

4 Business lines

Net income- Group Share  FY 2018

EUR 4.4bn

EUR 6.8bn

Crédit Agricole SA

Crédit Agricole Group

Crédit Agricole’s cooperative model 

(“mutualiste”) is the bedrock of the entire Group 

and the mainspring of its values: 

Global presence in 47 countries

51 million clients 

141,000 employees

6,800 branches in France

Tier One capital base of EUR 88bn (Dec. 2018)

Common Equity Tier 1 ratio of 15% (Dec. 2018)

Rating upgraded by one notch to A+ - Stable outlook 

by S&P Global (Oct. 2018)

Outlook upgraded  to positive by Moody’s (Jul. 2018)
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Crédit Agricole Group

No. 3 Bank in Europe by Tier One Capital

Rank Bank Name Country
USD 

Million

1 HSBC Holdings UK 150,954

2 BNP Paribas France 101,707

3 Credit Agricole France 101,557

4 Banco Santander Spain 93,112

5 Barclays UK 72,857

6 Groupe BPCE France 71,675

7 Deutsche Bank Germany 69,435

8 UniCredit Italy 65,907

9 Societe Generale France 59,655

10 BBVA Spain 56,602

11 Credit Mutuel France 54,913

12 ING Netherlands 54,478

13 RBS UK 53,451

14 Credit Suisse Group Switzerland 52,533

15 Intesa Sanpaolo Italy 52,367

16 Lloyds Banking Group UK 49,093

17 Standard Chartered UK 44,861

18 Rabobank Group Netherlands 44,824

19 UBS Switzerland 44,324

20 Nordea Group Sweden 33,745

21 Commerzbank Germany 31,307

22 Danske Bank Denmark 24,340

23 DZ Bank Germany 24,146

24 ABN Amro Group Netherlands 23,636

25 CaixaBank Spain 22,981

Rank Bank Name Country
USD 

Million

1 HSBC Holdings UK 2,521,771

2 BNP Paribas France 2,361,749

3 Credit Agricole France 2,124,300

4 Deutsche Bank Germany 1,776,786

5 Banco Santander Spain 1,740,127

6 Societe Generale France 1,536,299

7 Barclays UK 1,531,416

8 Groupe BPCE France 1,517,892

9 Lloyds Banking Group UK 1,097,445

10 ING Netherlands 1,019,660

11 UniCredit Italy 1,008,180

12 RBS UK 997,373

13 Credit Mutuel France 979,757

14 Intesa Sanpaolo Italy 960,073

15 UBS Switzerland 934,329

16 BBVA Spain 831,396

17 Credit Suisse Group Switzerland 812,540

18 Rabobank Group Netherlands 726,495

19 Nordea Group Sweden 700,737

20 Standard Chartered UK 663,501

21 DZ Bank Germany 609,149

22 Danske Bank Denmark 569,972

23 Commerzbank Germany 545,172

24 ABN Amro Group Netherlands 473,700

25 CaixaBank Spain 461,670

Top 25 by Total Assets 2017 YETop 25 by Tier One Capital 2017 YE
Crédit Agricole 

is Europe’s

No. 3 Bank

by Tier One 

Capital 

and No. 3 Bank

by Totals Assets

Source : The Banker,

July 2018
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Crédit Agricole CIB

A Fully-Fledged Investment Bank

CLIENT

International Trade &

Transaction Banking (ITB)

 Mergers & Acquisitions

 Equity Capital Markets

 Strategic Equity Transactions

 Structured Financial Solutions

GLOBAL MARKETS CLIENT DIVISION

 Financial Institutions Group (FIG)

 Corporate and Investor Client Division (CIC)

 Debt Capital Markets

 Securitisation

GLOBAL MARKETS TRADING DIVISION

 Foreign Exchange

 Rates

 Credit & Syndicate

 Non Linear Products

 Structuring & Product Development

TREASURY

ASSET FINANCE GROUP (AFG)

 Aviation & Rail

 Shipping

 Real Estate

ENERGY & INFRASTRUCTURE GROUP (EIG)

 Oil & Gas

 Power, Utilities & Mining

 Infrastructures

 Project Finance Advisory

TELECOM MEDIA & TECHNOLOGY GROUP (TMT)

GLOBAL FINANCIAL SPONSORS GROUP (GFSG)

 Loans origination

 Corporate Acquisition Finance

 Distribution

 Secondary Loan Optimisation & Trading

 Client & Rating Advisory

INTERNATIONAL TRADE

 Commodity Finance

 Trade Finance

 Export Finance

TRANSACTION BANKING

 Cash Management

 Supply Chain Financing

 Working Capital Advisory

France

Large French Clients (LFC)

Direction des Régions de 

France (DRF)

Four regions

Europe

Middle East North 

Africa (MENA)

Asia Pacific

Americas

Sustainable 

Banking

COVERAGE & INVESTMENT BANKING
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12 Months Ago Analyst Recommendations Current Analyst Recommendations Target Price ∆ Current Upside / 

Buy Hold Sell Buy Hold Sell vs 12 Months Ago (Downside)

4% 21%

(12%) 17%

(19%) 28%

(15%) 24%

U.S. Average 61% 28% 11% 74% 21% 4% (11%) 22%

Euro Average 54% 20% 26% 49% 31% 20% (4%) 10%

78% 22%

78% 22%

67% 29% 5%

75% 13% 13%

72% 22% 6%

75% 13% 13%

55% 35% 10%

43% 43% 14%

Current Analyst Community Perception of Equipment Rental

_______

Source: FactSet as of May 10, 2019.

Euro Peers: Aggreko, Cramo, HSS Hire, Ramirent, Speedy Hire, and Vp.

Investor Outlook: U.S. Publicly-Listed Companies vs. European Sector Average

Current Focal Points

Investors Analysts

■ Decelerating operational metrics (especially rate, growth)

■ EBITDA margin expansion – or lack thereof

■ ROIC

■ Interest rate increases

■ Non-residential construction spending

■ Architectural Billings Index (ABI)

■ Increasing OEC / fleet on rent

■ Rental mix

■ Impact from cross-sell

■ Health of broader supply chain 

■ Broader end market focus

■ Dodge Momentum Index, ABC Contractors Backlog
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Macro Trends within Equipment Rental

_______

Source: Architecture Billings Index (March 2019); American Institute of Architects (April 2019); ARA / IHS Global Insight (February 2019); Industrial Information Resources U.S. (April 2019); Marketline (October 2018).

Forward indicators are mixed, but current data points to ongoing strength (though late cycle) in the construction market –

which continues to have an outsized impact on rental companies’ capital markets performance

Size of North American Equipment Rental Market ($bn)

Architectural Billings Index by Sector

57.6 

53.8 

47.0 

54.6 54.3 

48.9 

57.1 56.6 
55.6 

47.7 

55.3 

47.8 

40.0

44.0

48.0

52.0

56.0

60.0

Industrial Spend Forecast ($bn)
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Qualitative Themes within the Sector

The Path to “Equipment Rental 2.0”

 Ongoing market consolidation

 Increasing rental penetration

 Broadening / diversifying rental market size

 Shift towards higher-margin specialty business

 Digital incentives encouraging cross-sell

 Increasing competition and overlap of existing players

 Current “branch-level” concerns: labor shortages, increasing new 

equipment prices, and rising opex

The sector has transitioned from Equipment Rental 1.0 to a new, industry 2.0 – and further evolution (and disruption) is in store
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$0.8 

$0.1 $0.1 

$0.4 
$0.6 

$1.0 

$1.3 $1.4 
$1.3 

$2.3 
$2.5 

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

$7.5 

$5.4 $5.1 
$6.0 

$8.1 
$9.5 

$10.9 $11.5 $11.8 
$13.5 

$16.1 

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

United Rentals Sunbelt Herc H&E

Implications on Sector Growth

_______

Source: FactSet and Company disclosure.

Note: U.S. equipment rental Publicly Traded Four composed of Herc, H&E, Sunbelt, and United Rentals.

In a growing market, the four publicly-traded rental companies in North America 

have effectively doubled their scale and market share since the last recession

Revenue Trajectory of U.S. Equipment Rental’s “Publicly Traded Four” – Last Ten Years ($bn)

Earnings Trajectory of U.S. Equipment Rental’s “Publicly Traded Four” – Last Ten Years ($bn)

Group market share, 

2018: ~25%

Group market share, 

2008: ~10-15%
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Industry Consolidation in the U.S.

_______

Source: Company disclosure and MergerMarket.

Enterprise 

Value ($m)

[TitleRecent Major Consolidating Activity within the Sector

Geographic 

Expansion

Fleet 

Realignment / 

Optimization

Expansion of 

Specialty 

Portfolio

Enhance 

Scale

Other

May.16

Mar.17

Jan.18

Jul.17

Sep.18

Jul.18

Nov.17

Mar.18

Aug.17

Jun. 17

Jul.17

Jan.17

Aug.17

Jul.17

$2,611 

$4,117 

$4,955 

$5,685 $5,817 $5,762 

$6,641 

$8,047 

$5,672 

$3,602 

$1,522 

$211 

$788 

$1,081 $9,274

$0

$2,000

$4,000

$6,000

$8,000

$10,000

2011 2012 2013 2014 2015 2016 2017 2018 2019EApr.19

Oct.18 Sep.18

Jan.19

1,400 1,900 715965

Date May.16 Jan.17 Mar.17 Mar.17 Jul.17 Jul.17 Jul.17 Aug.17 Aug.17 Nov.17 Jul.18 Sep.18 Sep.18 Apr.19

Bidder

Target

Aug.17 Jul.17

Jan.18Sep.18 Mar.17

Thematic View of Sector Consolidation Case Study: United Rentals Revenue Growth via M&A ($mm)

1,192 1,276 816 2,100 1,012279 265 218 132 210

Acquired Revenue

http://capinvestment.com/wp-content/uploads/2019/04/Nesco-Cap4-Tagline-2-e1554677120246.jpg
http://capinvestment.com/wp-content/uploads/2019/04/Nesco-Cap4-Tagline-2-e1554677120246.jpg
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Industry Consolidation in Europe

Enterprise 

Value (€m)

[TitleConsolidating Activity within the Sector, LTM

_______

Source: Company disclosure and MergerMarket.

Thematic View of Sector Consolidation

Geographic 

Expansion

Fleet Realignment / 

Optimization

Expansion of 

Specialty Portfolio

Enhance Scale

Nov. 17

Sep. 17 Sep. 17

Danish eq.
Dec. 18

Jun. 18

Jul. 18

Jun. 18

CONTAINS

Feb. 18

Jan. 18

Mar. 19

Temp. Space

Jul. 18

Dec. 18

May. 17

Dec. 17

Sep. 17

Jul. 18

Apr. 18

Jun. 18

Apr. 19

Dec. 18

Jun. 17

Sep. 18

264 2168 3 4053 25 158

Date Apr.18 Jun.18 Jun.18 Jun.18 Jul.18 Jul.18 Jul.18 Jul.18 Sep.18 Dec.18 Dec.18 Dec.18 Mar.19 Apr.19 Apr.19

Bidder

Target Danish 

equipment

Temp. 

Space

n.a. n.a.n.a. n.a. n.a. n.a.

Site module

rental business
Apr. 19

Site module 

rental business

n.a.

 A series of larger transactions occurred in the 2015 to 2017 period in Europe e.g. Loxam acquisition Lavendon and Dentressangle/HLD acquisition of Kiloutou

 The last twelve months have remained fairly active albeit smaller deal sizes
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70%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Sunbelt H&E Herc Neff United Rentals

0.0x

0.8x

1.5x

2.3x

3.0x

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Ashtead H&E Herc Neff United Rentals

(10%)

0%

10%

20%

30%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Ashtead H&E Herc Neff United Rentals

10%

25%

40%

55%

70%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Sunbelt H&E Herc Neff United Rentals

Quantitative Drivers within the Sector

Dollar Utilization EBITDA Margin

Return on Revenue Earning Equipment(1) Enterprise Value / Original Equipment Cost

_______

Source: Company disclosure.

(1) Return on Revenue Earning Equipment defined as tax-affected corporate EBIT divided by average revenue earning equipment.

Investors, still accustomed to Equipment Rental 1.0, are hyper-focused on selling before the next downturn; 

they have penalized rental companies when operational metrics reach a plateau – or even see improvement decelerate

1.5x

0.8x
1.1x
1.4x

33%
32%

48%
48%44%

36%

49%

55%

5%

11%
15%
17%
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4,018%

288% 

2,466%

133%

226% 

0%

1,200%

2,400%

3,600%

4,800%

May-09 May-11 May-13 May-15 May-17 May-19

Ashtead H&E United Rentals Euro Avg. S&P 500

Ten Year Historical View

Related Implications on Market Performance and Valuations

Top-line growth and margin expansion have been the deciding factors in share price performance, 

while multiples have somewhat improved on average as the industry decreases its exposure to construction 

5.7x 

4.4x 

4.9x 
5.0x 

4.7x 

3.0x

4.5x

6.0x

7.5x

9.0x

May-09 May-11 May-13 May-15 May-17 May-19

Ashtead H&E Herc United Rentals Euro Avg.

Indexed Stock Price Performance – Last Ten Years

EV / NTM EBITDA Valuations – Last Ten Years

_______

Source: FactSet as of May 10, 2019.

Euro Peers: Aggreko, Cramo, HSS Hire, Ramirent, Speedy Hire, and Vp.

Post-recession earnings recovery

Headwinds from slump in 

global oil prices

U.S. economic malaise

Infrastructure reform prospects, 

global growth, and market rally
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131%

59% 

30% 

120% 

(6%)

41% 

(30%)

40%

110%

180%

250%

May-16 Dec-16 Jul-17 Feb-18 Oct-18 May-19

Ashtead H&E Herc United Rentals Euro Avg. S&P 500
President Trump elected1

Market run-up alongside positive leading sectoral indicators2

Return of U.S. market volatility3

October market sell-off4

Three Year Historical View

Related Implications on Market Performance and Valuations

Initial enthusiasm over a Trump administration and expected infrastructure boom have faded, 

but strong economic data has led to equity outperformance year-to-date 

Indexed Stock Price Performance – Last 3 Years

EV / NTM EBITDA Valuations – Last 3 Years

4

1

2

_______

Source: FactSet as of May 10, 2019.

Euro Peers: Aggreko, Cramo, HSS Hire, Ramirent, Speedy Hire, and Vp.

3

5.7x 
5.0x 

4.4x 

4.9x 
4.7x 

3.0x

4.5x

6.0x

7.5x

9.0x

May-16 Dec-16 Jul-17 Mar-18 Oct-18 May-19

Ashtead H&E Herc United Rentals Euro Avg.
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(31%)

(55%)

(43%) (42%)

41% 

54% 

89% 

56% 

21% 
17% 

28% 
24% 

(75%)

(55%)

(35%)

(15%)

5%

25%

45%

65%

85%

(75%)
AHT-US HEES-US HRI- US URI- US

Target Price

$4.5

$1.2

$2.0

$8.0

$6.5

$1.4
$2.1

$9.9

$0.0

$2.0

$4.0

$6.0

$8.0

$10.0

$12.0

AHT-GB HEES-US HRI-US URI-US

Upside Case

Downside Case

Current Price (Indexed)

What are Investors Thinking? What Comes Next?

_______

Source: FactSet as of May 10, 2019 and Wall Street Research.

Analyst Stock Performance Ranges Revenue Growth Expectations ($bn and 3-year CAGR)

Can the smaller players outperform 

the larger ones’ stock price appreciation?

+14% +4% +3% +7%

2018 2021E 2018 2021E 2018 2021E 2018 2021E

EBITDA 
($bn)

£20.28 $39.20 $41.28 $132.35

$2.1 $2.9 $0.4 $0.4 $0.7 $0.8 $3.7 $4.7

Can the larger players continue to deliver 

outsized growth vs. the smaller ones?

+11% +3% +7% +9%
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What are the Implications for Rental Companies?

Implications from Tax Reform

► Immediate expensing of capex, loss of like-kind exchange, interest deductibility

Sustainability of Industrial Growth Cycle

► Accelerating level of capex intensity, capacity utilization, and new investment to support growth

Profitability Expansion

► Level of gross margin expansion

Capital Deployment Alternatives

► Level of inorganic growth in light of higher valuations vs. return of capital to shareholders in light of record 

equity valuations

Cash Generation

► Optimization of working capital performance and cash conversion cycle

1

2

3

4

5


