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Seals

Our businesses

 North American Aftermarket: 24%
Supplies a variety of seals, generally 
on a next-day basis, for a broad range 
of mobile machinery used in heavy 
Construction, Mining and Agriculture. 
Products are used in repair and 
maintenance after equipment has 
completed its initial warranty period 
or been sold on the pre-used market. 
Customers are mainly repair shops, 
engine and transmission rebuilders and 
other heavy equipment parts distributors.

 US Industrial Original Equipment 
Manufacturer (“OEM”): 22%

Supplies seals, gaskets, O-rings and 
custom-moulded and machined parts. 
The business works closely with customers 
to specify the most appropriate seal 
design, material and manufacturer for the 
application; provides technical support 
during product development; and delivers 
the logistics capabilities to support small 
to medium-sized production runs.

 US Maintenance, Repair & 
Overhaul (“MRO”): 12%

Our MRO business, VSP Technologies 
(“VSP”), supplies high-quality gaskets and 
fluid sealing products to critical services 
in high-cost-of-failure applications. The 
business works directly with customers to 
improve sealing performance, providing 
expertise, product recommendations 
and training. VSP sells primarily to 
transportation, chemical processing, 
power and marine customers.

 International Seals: 42%
Our Seals businesses in Europe and 
Australia supply seals, gaskets, pumps 
and related accessories, custom-
moulded and machined parts and 
hydraulic cylinder components to 
Aftermarket, OEM and MRO customers.

FY 2021 highlights

• Underlying growth of 7%, building on a resilient FY 2020.

• Well positioned for market share gains in North American Aftermarket, with transition 
to Louisville successfully completed.

• Strategic acquisitions in North America and Australia building scalable platforms 
for growth.

Delivering Value 
Responsibly
M Seals is working with their customer to 
develop the main bearing seals of the 
world’s largest wind turbine. The turbine, 
which is built for efficiency in offshore 
environments, boasts the industry’s 
largest swept area and a capacity 
factor of over 60% from its 115.5m blades. 
A single turbine can produce up to 
80 GWh per year.

Principal segments1

The Seals Sector businesses supply a range of seals, 
gaskets, filters, cylinders, components and kits used in 
heavy mobile machinery and specialised industrial 
equipment with Aftermarket, OEM and MRO 
applications.

FY 2021 FY 2020*

Revenue £263.7m £242.1m +9%

Underlying revenue growth +7% (5)%

Adjusted operating profit £46.5m £40.5m +15%

Adjusted operating margin 17.6% 16.7% +90bps

* Re-presented to show central corporate costs separately and in line with current year presentation.

1 Pro forma revenues adjusted for acquisitions and disposals completed during the year.
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Sector financial performance 
Reported revenues increased 9% to £263.7m 
(2020: £242.1m), reflecting underlying 
growth of 7%, a good performance given the 
Sector’s resilience in FY 2020. Acquisitions 
contributed 7% to revenue while foreign 
exchange translation was a 5% headwind.

Adjusted operating profit was 15% higher 
at £46.5m (2020: £40.5m). The Sector’s 
adjusted operating margin rose 90bps 
year-on-year to 17.6% (2020: 16.7%), with 
positive operational leverage on higher 
volumes partially offset by dual operating 
costs for Louisville which will not recur.

North American Aftermarket continued 
to gain momentum in H2, translating into 
underlying revenue growth of 6% for the full 
year, a strong result building on an extremely 
resilient flat underlying revenue performance 
in FY 2020. The business has benefited from 
robust construction activity, particularly 
homebuilding and roads, as well as good 
growth from rental customers and smaller 
distributors that buy from Hercules in order 
to benefit from shorter lead times and no 
minimum order quantities. International 
revenues saw double-digit growth, including 
a sharp recovery in demand in Canada.

The transition to our new facility in Louisville 
was successfully completed. Customer 
migrations were staged throughout the year 
and carefully managed, particularly in the 
context of a hot labour market and supply 
chain pressures. The facility’s better location, 
combined with targeted investment in sales 
resource, is already delivering market share 
benefits with good growth in western states, 
such as California, towards the end of the year.

Underlying revenue growth at US Industrial 
OEM was 16%, reflecting significantly higher 
demand from key accounts. Growth has 
been strongest in Consumer Products and 
Medical but other end markets, including 
Fluid Handling, Energy and Automotive, 
also performed well, whilst Aerospace 
remains weaker. The business has benefited 
from last year’s investment in rebuilding 
the management team, which is focused 
firmly on driving market share growth.

Our later cycle MRO business experienced 
an underlying revenue decline of 12% in the 
year. The business has been on an improving 
trajectory, with Industrial markets returning 
to growth H1, followed by an uptick in key 
Transportation end markets during the 
second half of the year. As a proactive, 
sales-led solutions provider, the easing 
of lockdowns has been positive for VSP, 
enabling sales teams to get back out onto 
customer sites. Organic revenue initiatives 
have also gained good traction, with 
new products expanding our addressable 
market. The business ended the year well 
and is positioned for growth in FY 2022.

Underlying revenue growth at International 
Seals was 9%, with our businesses benefiting 
from market share gains and growth in key 
target segments, including Energy. In the UK, 
the focus on customer service throughout the 
pandemic meant that both UK businesses 

were well positioned to capitalise when 
demand returned towards the end of the 
first half; the UK businesses have also 
benefited from last year’s reorganisation 
into OEM and Aftermarket clusters, allowing 
a targeted go-to-market approach.

In Continental Europe, Kubo had another 
good year with growth in Industrial more 
than offsetting lower Medical revenues. Our 
Scandinavian business, M Seals, enjoyed very 
good growth, including in Renewable Energy. 
Success with multinationals supplying the 
wind turbine industry in Scandinavia is now 
translating into global opportunities; M Seals’ 
high-quality, value-added proposition also 
means the business has been a beneficiary of 
supply chain consolidation by key customers. 
In Australia, our pump and accessory 
businesses performed particularly well in the 
Mining, Energy and Construction markets.

Strategic progress
During 2021, we continued to invest in 
initiatives to position the Sector for 
sustainable growth:

• Louisville: a major market share growth 
opportunity.

• Webstore investments at VSP and US 
Industrial OEM, leveraging the North 
American Aftermarket business’s market-
leading webstore capability.

• Acquisition of Power Dynamics 
International (“PDI”) allows VSP to expand 
into new geographies and customers. 

• The acquisition of FITT strengthened our 
platform for growth in Australia, 
diversifying revenues and giving access to 
new and resilient end markets in Water, 
Waste Water, Marine and Infrastructure, 
while allowing for scale in both our Eastern 
and Western Australian operations.

• Across the Sector, our businesses have 
continued to invest in talent, automation 
solutions and facilities.

• Disciplined portfolio management: disposal 
of Kentek (completed post-year end).

Significant growth 
runway

• Structural tailwinds: US and European 
infrastructure and renewables 
investment.

• Louisville to accelerate market share 
gains in NA Aftermarket.

• Product development and end segment 
diversification in the US.

• Develop US OEM/MRO scale through 
acquisitions in key industrial regions. 

• Portfolio: build scale in the best markets 
in Europe and Australia.

• Further progress in the European 
Aftermarket, both organically and 
via acquisition.

Louisville: driving 
market share 
growth
Our state-of-the-art distribution 
facility in Louisville, Kentucky officially 
opened in September 2020 and after 
a period of dual running, the transition 
was successfully completed in 2021.

With 70 AutoStore robots, this 120,000 
square foot facility is fully automated and 
climate controlled. It is also significantly 
larger than our Florida facility and more 
energy efficient. Conveniently located 
near the UPS WorldPort, Louisville offers 
significantly enhanced cut-off times, 
increasing the percentage of the US for 
which next-day delivery is possible.

This $10m investment is already 
creating benefits for customers and 
colleagues, and has created a material 
growth opportunity for our North 
American Aftermarket business.




