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CEO RE VIE W

Building high-quality, 
scalable businesses for 
sustainable growth

A highly successful FY 2021
FY 2021 was a highly successful year for the 
Group, continuing our long track record 
of growth and value creation. Our strong 
performance and strategic progress are 
testament to our outstanding colleagues. 
I would like to take the opportunity to 
thank the entire team for their massive 
contribution in a challenging environment.

Our financial results are strong, exceeding 
all of the metrics of our financial model, with 
underlying growth of 12% and attractive 
margins at nearly 19%. This is a reflection 
of the resilience of our business model, the 
work we have put in to diversify and scale 
our businesses, and the actions we have 
taken to mitigate the trading challenges 
in our markets, such as inflation. 

FY 2021 was also a year of strategic progress 
through acquisitions. We welcomed 
over 500 new colleagues to the Group, 
and invested £456m in ten high-quality 
businesses to accelerate our growth. This 
includes Windy City Wire (“WCW”) which 
has had an outstanding first year as part 
of Diploma, materially outperforming our 
expectations. We grew adjusted earnings 
per share (“EPS”) by over 50%, our free cash 
flow conversion was 103% and our return 
on adjusted trading capital employed 
(“ROATCE”) stepped up versus H1 to 17.4% 
(2020: 19.1%). Our strong balance sheet, 
with net debt/EBITDA of 1.1x, gives us good 
flexibility to continue to invest in growth.

Our strong performance and 
strategic progress in such 
challenging circumstances 
are testament to our 
outstanding colleagues.”

Johnny Thomson
CEO
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It has also been a year of significant 
strategic progress. I am particularly proud 
of our progress with Delivering Value 
Responsibly (“DVR”), our environmental, 
social and governance (“ESG”) programme. 
Historically, our businesses have worked hard 
to make a difference to their stakeholders 
and pursued individual sustainability 
initiatives. Our Group-wide approach 
will now complement and enhance this 
activity, overseen by our DVR Steering 
Committee, which I lead. The framework 
established is increasingly embedding 
sustainability not just in our operations 
and risk management, but also puts it at 
the heart of our commercial strategy.

Our outstanding colleagues
Our success would not be possible without 
our outstanding colleagues. Ensuring 
safe and flexible working environments 
and increasing mental health awareness 
remains an important area of focus. 

One of the key highlights of the year was 
the 79% engagement score we received 
in our first Group Colleague Engagement 
Survey. This encouraging score reflects 
the great job our management teams 
have done to guide our colleagues safely 
through the pandemic. In an environment 
of labour scarcity, it is more important 
than ever that we differentiate ourselves in 
attracting, motivating and retaining talent. 

Strong financial results, ahead of all 
of our targets
Underlying revenues grew 12% over FY 
2020, with 7% underlying growth over FY 
2019. Reported revenues increased 46% 
year-on-year, with acquisitions contributing 
38% to revenue and a WCW performance 
well ahead of our expectations. Growth 
has been balanced across all three Sectors, 
driven by our organic revenue initiatives 
and recovering demand. Supply chain 
disruption, labour and inflation have 
presented challenges, but also create an 
opportunity to differentiate. The strength of 
our adjusted operating margin, up 270bps 
year-on-year to 18.9%, is testament to the 
hard work of our businesses to mitigate these 
challenges and, where this has not been 
possible, to implement price increases.

Delivering Value Responsibly
I am extremely pleased with our progress 
with DVR – our ESG programme, which is 
built around the five material focus areas 
for our businesses and stakeholders – 
Colleagues; Health & Safety; Diversity, Equity 
& Inclusion; Supply Chain; and Environment. 

During the year, we have clearly defined 
our DVR priorities and key performance 
indicators (“KPIs”), established a DVR 
Steering Committee, which I chair, and 
created a reporting framework – more details 
are set out on pages 34-47. These metrics 
are now embedded in our internal reporting 
and business reviews, and will set a baseline 
against which we will seek to drive continuous 
improvement and set targets. The level of 
engagement in the businesses has been 
exciting to see and we are weaving our DVR 
priorities into our core commercial strategy. 

I am particularly excited about the 
opportunity to have a Positive Impact on 
our environment and society as part of our 
growth strategy. Positive Impact revenue 
is generated from the sale of products, 
services and solutions that benefit our 
society or environment, or support the 
transition to a more sustainable future.

In this, we have deliberately chosen a 
challenging bar against which we can 
seek to deliver continuous improvement. 
A significant proportion of our current 
revenues relate to products with Positive 
Impact end uses and, with ESG increasingly 
embedded in our commercial strategy, we 
have a significant opportunity to make a 
real difference in driving sustainability. 

As a distributor, our supply chain has a 
meaningful impact on the environment 
and society, and is another area that we 
will focus on in our assessment criteria for 
great supply chain partners of the future. 

Engagement is critical in a decentralised 
model like ours, to which end we have 
run numerous workshops. I have been 
impressed by the enthusiasm with 
which our colleagues have responded 
and embraced our programme.

Strong underlying growth 
at all Sectors
Controls delivered 16% underlying growth. 
Our International Controls businesses grew 
underlying revenues by 8%, achieving 
underlying growth over FY 2019 by year end 
as a result of end segment diversification. 

WCW’s performance was outstanding, 
with underlying revenue growth of 26% 
as a result of market share gains. The 
business’s well-invested platform also 
delivered positive operational leverage. 

Underlying growth at Seals was 7%, 
building on a resilient FY 2020. End segment 
diversification of our International Seals 
businesses has delivered growth, including 
in markets such as Renewables, Medical 
and Food. In the US, we have now settled 
into our new state-of-the-art Aftermarket 
facility in Louisville and are starting to 
see some of the market share gains.

For Life Sciences, 14% underlying growth 
reflected a sharp recovery as we regained 
access to hospitals and laboratories after 
Covid-related restrictions. We have been 
developing our European Life Sciences 
footprint, and saw a good contribution 
from our Scandinavian acquisitions. 

Further details of how our Sectors performed 
can be found on pages 18-23.

Sustainable double-digit growth
Our growth runway and market opportunity 
are significant. All three Sectors have 
equally exciting growth opportunities in 
the context of structurally favourable end 
markets – from investment in renewable 
energy and infrastructure to growth 
in technology-enabled markets and 
increasing investment in diagnostics. 

Well positioned for 
sustainable, long-term 
growth.”

We are under-penetrated in large, 
core developed economies; we have 
opportunities to expand our addressable 
market into adjacent product categories; 
and fragmented markets offer 
significant acquisition opportunities.

Our businesses’ priorities are to diversify 
their revenue streams for growth, scale 
and resilience. They are also focused on 
developing their business model Core 
Competencies and their Talent, Technology 
and Facilities to be able to execute at scale. 

Responsible growth
The pandemic has accelerated existing long-
term trends and opportunities in our markets. 
Our role as a value-added distributor is to 
ensure our customers have access to the 
essential products and solutions they need 
to adapt to a rapidly changing world – and 
we are already doing so. There are numerous 
examples across our Sectors – from WCW 
cables that make buildings safer and connect 
emergency services, to diagnostic solutions 
supplied by Life Sciences that make it 
quicker and easier to identify life-threatening 
illnesses, to wind turbines that generate 
renewable energy and technical expertise 
that prevents toxic emissions in Seals. 
Positive Impact revenues are an important 
component of our growth to date, and our 
future commercial strategy for growth.
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A diversified and resilient business 
Over the past year and a half, our model and 
strategy have been tested. Our resilience 
in the early stages of the pandemic was 
driven by our focus on products critical to 
customer needs, our value-added services 
and solutions, and our geographic and 
end market diversification. Throughout 
the pandemic, the benefits of an agile, 
decentralised model with empowered 
management teams and close proximity 
to customers came into its own, enabling 
us to deliver highly profitable growth. 

Acquisitions to accelerate our growth
In FY 2021, we invested £456m in ten 
high-quality, value-add businesses to 
accelerate our growth, all of which are 
a fit with our portfolio and offer highly 
attractive returns. WCW, completed in 
October 2020, has accelerated growth for 
the Group as a whole. More detail on the 
business’s performance can be found in 
the Controls Sector Review on page 18.
 
In Controls, the addition of SWA has 
strengthened our UK Wire & Cabling 
business; AHW has added scale in the US for 
Specialty Fasteners; while the acquisition of 
Techsil has added an exciting new business 
line. In Seals, the acquisitions of PDI and FITT 
will help build scalable platforms for growth 
in US MRO and in Australia respectively. 
Finally, we have significantly diversified the 
geographic footprint of our Life Sciences 
businesses, increasing our European 
presence with the acquisitions of Simonsen 
& Weel and Kungshusen in Scandinavia. 

Portfolio
In a growing, acquisitive Group, portfolio 
focus is key. During the year we disposed 
of a1-CBISS, formerly part of the Life 
Sciences Sector, for £12m to its largest 
supplier, ENVEA, who is ideally placed to 
continue to develop the business. We also 
completed the disposal of Kentek, formerly 
within the Seals Sector, after year end.

Operational strategy: sustaining 
our margins
Our key differentiator is our value-add 
proposition which supports our margins. 
To sustain our value-add customer 
proposition at greater scale, our operational 
strategy is focused on developing the Core 
Competencies of our business model and 
the Organisational Capability to execute 
effectively at scale. DVR is increasingly 
also at the heart of our operational 
strategy; embedding sustainability in our 
operations has broad-based benefits. 

The pandemic has created an opportunity 
to accelerate the roll-out of our Core 
Competencies, highlighting in particular 
the importance of strategic Supply Chain 
management and Route to Market. 

In terms of Route to Market, the pandemic 
has highlighted the benefits of diversification, 
with organic revenue initiatives paying off 
across the Group. All of our businesses are 
building their Route to Market processes 
and capability, and have exciting growth 
plans. These include a significant element 
of Positive Impact opportunity. 

Our businesses have worked hard to 
manage the supply chain challenges of 
recent months, and we are evolving a more 
strategic approach as we grow. This is 
supported by our new Group Supply Chain 
Policy and Group Supplier Code, both of 
which are aimed at ensuring a supply chain 
that is ethical, responsible and resilient. 

Operational Excellence remains an area of 
daily focus, streamlining our processes and 
footprint as well as waste and emissions 
reduction. Reducing our waste is not only 
responsible, but a commercial differentiator, 
as demonstrated by the waste reduction 
initiatives at WCW, which delivered good 
benefits to the bottom line while also 
reducing our impact on the environment. 

We continued to develop our Talent, 
Technology and Facility for scale. Across 
the Group, we have focused on colleague 
engagement, coupled with investment in 
talent management, succession planning 
and structures to support successful 
management of the Group at scale. 

Our approach to technology is measured 
and in tune with our decentralised 
model. A number of our businesses 
have developed webstore offerings in 
the year, including VSP Technologies, 
which has benefited from knowledge 
sharing with Hercules Aftermarket, which 
operates a market-leading webstore. 

As we invest and upgrade our facilities 
for scale, we are also improving our 
colleagues’ working environments and 
reducing our environmental impact.

Evolving our organisation and culture 
for growth
Our structured, diverse Executive Team 
consists of both new and old faces as we 
seek to add new capabilities aligned with our 
strategy. I am very proud of and thankful to 
the Executive Team, who have done a brilliant 
job in gelling together very effectively.

We are also quietly evolving our culture, 
preserving individual business identities 
and developing a complementary 
shared Diploma identity alongside 
this, which will encourage sharing of 
knowledge and best practice.

Positive outlook: sustainable growth 
and margins
In summary, I feel very proud of what we 
have achieved in FY 2021, and the way in 
which we have succeeded in delivering value 
for all our stakeholders – our customers, 
colleagues and our shareholders.

I want to thank all my Diploma colleagues for 
another outstanding year in very challenging 
circumstances. We have delivered strong 
results, including underlying growth and 
margin well ahead of our financial model. 
We have made significant strategic progress, 
including a record year for acquisitions, as 
we continue to develop high-quality, scalable 
businesses for organic growth. We feel 
excited that our DVR agenda has defined 
clearly our priorities and, importantly, is 
embedding them within our business activity.

We entered FY 2022 with good momentum 
and a positive outlook. For the year 
ahead, we expect to deliver another 
strong performance with ca. 10% reported 
revenue growth including mid-single-digit 
underlying revenue growth, consistent 
with our model and H1 weighted; and an 
adjusted operating margin between 18% 
and 19%. Our prospects are exciting, and we 
are confident in our ability to deliver long-
term growth at sustainably high margins.
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