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Further information is available at www.charterplc.com

Introduction to Charter

Charter, headquartered in London, owns 
(through a number of intermediate 
companies) two international engineering 
businesses, one focused on welding, 
cutting and automation (‘ESAB’), and the 
other on air and gas handling (‘Howden’).
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ESAB: Overview

• World leading manufacturer and supplier of:

– welding consumables 

– welding equipment (standard and bespoke); and

– cutting equipment

• Revenue (£970.8 million in 2007) spread approximately 
equally between developed economies (Western/Northern 
Europe and North America) and developing economies 
(Central/Eastern Europe, South America and Asia)

• Operating margin of 13 per cent (2007)

• Manufacturing footprint

– Predominantly low cost locations (Central/Eastern Europe, 

Asia and South America)

ESAB
Welding and cutting
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ESAB: Strategic development

• ESAB will continue to build upon its position as a world-leading welding and 
cutting company

• ESAB’s five year strategy envisages generating significant additional value through:
– enhancing its market leadership through brand recognition, new technology and enhanced customer service;

– acting as a consolidator in the global welding industry, using acquisitions to strengthen market positions, enter 

new markets and improve its technology base;

– leveraging its global footprint through establishing manufacturing facilities in locations which best suit the needs 

of the market; and

– achieving growth through increasing volumes in developing markets and through range expansion, especially 

into high-end technology products, in established developed markets.



CHARTER 2008

Howden: Overview

Howden
Air and gas handling equipment

• A world-leading international applications engineer

• Designs, manufactures, installs and services air and gas handling 
equipment

– Centrifugal and axial fans

– Air and gas rotary heat exchangers

– Turbo-blowers and compressors

• After-market revenues are around one-quarter of total

• Revenue (£480.3 million in 2007) split between Europe, North 
America, China and the rest of the world (predominantly the 
remainder of Asia and South Africa)

• Operating margin of 12 per cent in 2007

• Customers in the power and energy industries account for around 
three quarters of sales, in particular coal-fired power stations
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Howden: Strategic development

• Howden will continue to build upon its world-leader position as an applications engineer, 
designing, part manufacturing, installing and maintaining performance critical 
components to the power, oil and gas and other industries

• Howden’s five year strategy envisages generating significant additional value through:
– building upon its world-leading position as an applications engineer, which designs, manufactures, installs and 

maintains performance critical components for air and gas handling;

– maintaining and enhancing its position in all those regions where there is expected to be significant new build of 

coal-fired generating capacity and emission control equipment;

– developing further its position in the oil and gas, and petrochemicals industries, in particular with compressors;

– enhancing its presence in other industries where its technology and expertise can be used to advantage; and

– continuing to develop its aftermarket business, in particular as recently installed equipment requires 

maintenance. 
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Five-year record

2007/6/5/4 prepared under IFRS; 2003 prepared under UK GAAP.

Notes: 1) The 2006 comparatives have been restated to reflect the change in accounting for post retirement benefits
2) Before amortisation and impairment of acquired intangibles and goodwill and excluding exceptional item
3) Before amortisation and impairment of acquired intangibles and goodwill, and (losses)/gains on retranslations of intercompany loan balances
4) Excluding exceptional items, gains or loses on inter-company loans and amortisation of goodwill.  In 2006, earnings per share includes profit on property 

disposals of 2.9 pence per share

84.7

88.2

426.4

181.1

173.3

1,451.1

2007

£m

68.143.019.89.9Adjusted earnings per share (pence)4

43.1(6.5)(66.3)(136.8)Cash/(Debt)

246.1135.111.54.4Equity shareholders’ funds

145.899.944.03.8Adjusted profit before tax3

144.697.554.938.9Adjusted operating profit2

1,257.9

2006
(restated)1

£m

1,065.7870.4871.2Revenue

2005

£m

2004

£m

2003

£m
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Charter’s Global Presence

In 2007, Charter’s global sales amounted to 
£1,451.1 million, split broadly equally 
between the developed economies of 
Western Europe and North America, and 
the emerging economies of Central and 
Eastern Europe, Asia and South America

Charter’s 2007 global presence

Europe
41%

North America
23%

South America
11%

China
10%

Rest of World
15%
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Charter: Current trading – May 2008

• Favourable market conditions across all 
regions

• Revenue and operating profit well ahead of 
the same period last year

• Particularly strong performances in South 
America, Russia and India

• Operating margins in 2008 likely to be in line 
with 2007

• Demand for Howden products remains 
strong

• Order book shown further growth beyond 
the record level at the end of February

• Sales an operating profit remain in line with 
previous expectations

• Operating margins in 2008 likely to be 
broadly the same as 2007
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Charter: Prospects as at 16 May 2008

• Charter will remain focused on further development of ESAB and Howden

• At the time of Charter’s preliminary results announcement in March 2008, the Board 
said that it saw significant opportunities for both ESAB and Howden and that it 
viewed the outlook for 2008 with confidence.

• The Board continues to expect that Charter will make further progress during 2008 
and, in the light of trading to date and the positive impact of foreign exchange 
translation effects, now anticipates an outcome for the year ahead of its previous 
expectations.
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Consensus Brokers Forecasts – 2008 and 2009

23.120.412.0Dividend pre share (pence)

97.192.984.7Adjusted earnings per share (pence)

213.2202.2178.1Adjusted profit before tax (£m)

1,732.8

2009
forecast

1,649.01,451.1Revenue (£m)

2008
forecast

2007
Actuals

Consensus forecasts are a simple average of published forecasts by ABN Amro, Dresdner Kleinwort, Goldman Sachs, JP 
Morgan Cazenove, CSFB, Landesbanki and Merrill Lynch



ESAB
Welding and cutting
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Major cutting and welding end users

AutomotiveConstructionShipbuilding & offshore Mobile machinery

Oil, gas & process EnergyPipeline and pipe mills All other
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Market profile – welding and cutting 2007: $17 billion globally

Source: ESAB estimates and forecasts

By region By end user segment

Europe
24%

North America
19%

China
14%

Other Asia
13%

Japan
9%

All Others
8%

Russia & CIS
6%

South America
4%

India
3%

All other
34%

Shipbuilding
9%

Offshore
2%

Construction
20%

Automotive
6%

Mobile 
machinery

8%

Pipeline & pipe 
mills
7%

Energy
8%

Oil, gas & 
process

6%
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Global steel consumption – a leading indicator of the demand 
for welding products  

• The International Iron and Steel Institute (“IISI”) reported steel use of 1,202 million 
metric tons (“MMT”) during 2007

• The IISI predicts a 6.7% increase to 1,282 mmt during 2008
– BRIC countries leading the world with growth at 11.1%

– China to account for 35% of world total

• In 2009, the IISI expects steel use to increase by a further 6.3% to 1,363 mmt
– BRIC countries leading the world with growth at 10.3%

– China to account for 36.7% of world total
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Source: ESAB estimates and forecasts

Worldwide weld metal consumption – by weld process
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Source: ESAB estimates and forecasts

Worldwide weld metal consumption – by region
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ESAB: Welding consumables – the electrode

• In Europe and North America, process conversion away 
from electrodes to wire is advanced, however a core volume 
of electrode demand remains for specialist applications

• In emerging markets, usage of electrodes is more 
widespread but expected to decline as manufacturing 
processes become more automated

• The welding electrode is a very advanced product; its 
coating formulations determine: 
– Weld metal chemistry and mechanical properties

– Gas shield between electrode and work piece

– Shielding of the weld pool deoxidation agents

– Weld bead penetration and appearance

– Arc characteristics during welding
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ESAB: Shipbuilding and offshore

Shipbuilding
• Many of the world’s leading shipbuilders 

use ESAB products

Offshore
• The only truly global supplier of both 

cutting and welding solutions:
– High productivity automated solutions for panel 

production lines

– Cored wires for welding hull and superstructure 

assembly

– Large scale cutting solutions
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ESAB: Welding consumables – Marathon PacTM

The Marathon PacTM wire delivery system can 
offer truly non-stop production in robot 
applications, such as automotive production 
lines.

ESAB packaging solutions for  consumables 
combine production efficiency with 
environmental responsibility.

100 kg 
Stainless

250 kg 475 kg Endless
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ESAB: Standard welding equipment

• ESAB provides a range of 
standard equipment for 
manual and semi automatic 
welding applications

MMA welding (electrodes) TIG WeldingESAB ARISTOTM family

• The range covers most 
welding processes including 
welding with electrodes, 
solid or cored wires 
and TIG

• There are a number of 
equipment families suitable 
for difficult requirements 
and environments, including 
ARISTOTM (pictured)
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ESAB: Cutting equipment

• Cutting is strongly linked to welding 
“cut before welding”

• Leading position in medium/large scale 
machines

• ESAB has developed a strong range of 
small machines for emerging markets 
(FALCON), made in China

• Total solution provider, manufacturing our 
own high definition Plasma as well as 
gantries, controllers and software



26CHARTER 2008

ESAB: destination of sales - 2007

“Emerging economies” “Developed economies”

Europe (developed)

North AmericaSouth America

Rest of World

China

Europe (Emerging)
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ESAB: Revenue by destination (£m)

+29.2+29.2106.2137.2South America

+8.4+1.5210.2213.4North America

+19.1

+35.7

+22.0

+18.1

%

exchange 
rates

constant
Increase at

20062007

Increase

+17.2828.4970.8Total sales

+19.0398.9474.8Europe

+18.220.924.7China

+30.992.2120.7Rest of world

%£m£m
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2007

Exchange

2006

Acquisition

Equipment, 
cutting & 

automation

Consumables 
Volume

Consumables 
price/mix

700
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1,000
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 (
£m

)

ESAB: revenue (£m)

+16%698.6813.1Welding

Growth20062007

+17%828.4970.8Revenue
+21%129.8157.7Cutting

£m£m

Revenue bridge
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ESAB: operating profit (£m)

(restated)1

8.2%8.9%Cutting and automation

4.33.0Share of profits of associates (post tax)

Operating margins

13.1%13.8%Welding

+24%102.1126.6Operating profit

+23%91.4112.5Welding

Growth20062007

12.3%13.0%Overall

+32%10.714.1Cutting and automation

£m£m

Note: 1) The 2006 comparatives have been restated to reflect the change in accounting for post retirement benefits
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ESAB: Market outlook

• Geographical
– Rapid growth in China, India and the remainder of Asia

– Commodity rich states (e.g. Middle East, Russia) also growing strongly

– Old Europe and North America follow industrial cycles

• Products
– Process conversion from electrodes to solid wires

• Technology
– New steel materials constantly being developed

– Technology – increased use of technology in machines to counter shortage of skilled welders (Qset)

• Market segments
– Importance of capital goods sectors, including construction, shipbuilding, off-shore, transportation and energy
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Howden
Air and gas handling



32CHARTER 2008

Howden: Products and services

• Howden supplies high integrity 
– Fans

– Rotary heat exchangers 

– Compressors

for use in power generation and industrial 

applications which demand extremely high 

levels of efficiency, reliability and 

availability. 

Rotary heat exchanger Cooling fanAxial fanCentrifugal fan

Compressor Aftermarket
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Howden: Sales analysis

Notes: New equipment plus aftermarket
External sales only

By industry type By region

Power
62%

Mining
5%

Petrochemical
11%

Iron & Steel
7%

Other 
15%

Europe
29%

North America
24%

China
24%

Rest of World
23%
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Competitors
46%

Howden 
38%

In-house
16%

Howden: Market share – heavy duty products

Howden’s principal competitors
• Heavy duty fans

– TLT Turbo

– TLT Babcock

– Shanghai Blowers

– Fläkt Woods

– Chengdu

• Rotary Heat Exchangers
– Alstom

– Shanghai Boiler

– Harbin

– Balcke Dürr

Heavy duty products
– Custom engineered centrifugal fans

– Custom engineered axial fans

– Custom engineered mixed flow fans

– Rotary heat exchangers Source: Howden estimates

In-house market:
Certain boiler  manufacturers use their in-house capability to manufacture fans and 
heaters without seeking external tenders.

Total market (£800 million)
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Howden: Market share – compressors

Howden’s principal competitors
– HV-Turbo

– Kobelco

– Enerflex

– Mycom

Compressors include
– Turbo compressors

– Screw compressors

– Piston compressors

Potentially available:
Includes market niches currently served by Howden and other markets where 
Howden technology is considered suitable

Unavailable:
The unavailable market is due to customers requiring packages of compressors, 
where Howden is unable to supply the full range Source: Howden estimates

Total market (£600 million)

Howden 
5%

Potentially 
available

87%

Unavailable
8%



37CHARTER 2008

Howden: The aftermarket – segments and characteristics

The aftermarket
• Spares, maintenance and enhancement on 

equipment supplied by Howden and on heat 
exchangers supplied by other companies 

• Service and construction work on industrial 
plant in UK and South Africa

MaintenanceSpares Enhancement

Based on 2006 bookings, Howden has a market share of 23%

Total aftermarket size (£m)
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Howden: destination of sales - 2007

“Emerging economies” “Developed economies”

Europe
29%

North America
24%South America

3%

Rest of World
20%

China
24%
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2007

2006

Exchange

Acquisitions

Aftermarket

New  build

400

410

420
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440

450

460
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490

500

R
ev
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ue

 (
£m

)

Howden: summary of results (£m)

+15%50.357.6Operating profit – excluding profit on a property sale

+12%429.5480.3Revenue

(restated)1

+12%319.3358.8New equipment

Growth20062007

11.7%12.0%Operating margin – excluding profit on a property sale

+10%110.2121.5Aftermarket

£m£m

Revenue bridge

Note: 1) The 2006 comparatives have been restated to reflect the change in accounting for post retirement benefits
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Howden: revenue by destination (£m)

-20.8-23.4148.9114.1China
+36.2+31.187.6114.8North America

+14.6
+24.8

+19.8

+39.6

%

exchange 
rates

constant
Increase at

20062007

Increase

+11.8429.5480.3Total sales

+39.9100.5140.6Europe

+22.212.615.4South America

+19.579.995.4Rest of world

%£m£m
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Charter: Financial highlights

Notes: 1) The 2006 comparatives have been restated to reflect the change in accounting for post retirement benefits
2) Before amortisation and impairment of acquired intangibles and goodwill and exceptional items

(0.2)2.5Net (losses)/gains on retranslation of intercompany loan balances

-0.5Amortisation and impairment of acquired intangibles and goodwill

145.8181.1Adjusted profit before tax

146.0178.1Profit before tax

Adjusted2

Basic

1,257.91,451Revenue

144.6173.8Adjusted operating profit 2

-(0.5) Amortisation and impairment of acquired intangibles and goodwill

144.6173.3Operating profit

(4.6)4.1Net financing income/(charge) before retranslation of intercompany loan balances 

0.2(2.5)Gains/(losses) on retranslation of intercompany loan balances

(4.4)1.6Net financing credit/(charge) 

5.83.2Share of post tax profits of associates

146.0178.1Profit before tax

Tax on profit on ordinary activities (before taxation on gains/(losses) on 

(27.1)(32.7)intercompany loans and exceptional tax credit)

(0.3)(0.6)Taxation on gains/(losses) on intercompany loan balances

10.5-Exceptional tax credit

(16.9)(33.3)Taxation

129.1144.8Profit after tax

74.4p82.7pEarnings per share

68.1p84.7p

Year ended 31.12.06 
(restated)1

£m
Year ended 31.12.07   

£m
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Charter: EPS

(6.4)-Exceptional tax credit

74.482.7 Earnings per share – basic

Items not related to underlying performance:

0.2 Amortisation and impairment of acquired intangibles and goodwill

0.1 1.8(Gains)/losses on retranslation of intercompany loan balances2

68.1 84.7 Earnings per share – adjusted

Year ended 
31.12.06 

(restated)1

£m

Year ended 
31.12.07

pence

Notes: 1) The 2006 comparatives have been restated to reflect the change in accounting for post retirement benefits
2) Including tax

Calculation based on a weighted average number of shares of 166.7 million
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Charter: Cash generation

73.9%86.0%Cash conversion percentage

(15.7)(21.1)Movement in net retirement benefit obligations

144.6 173.3 Operating profit

15.0 16.6 Depreciation and amortisation

(19.9)(30.5)Increase in inventories

(58.2)(62.4)Increase in receivables

29.570.0Increase in payables

(48.6)(22.9)Net working capital increase

14.33.0movement in provisions

(2.8)0.2Other items2

106.8 149.1 Cash generated from operations

26.950.6Capital expenditure (including capitalised development costs)

13.526.2Acquisitions 

40.476.8

(12.2)(5.7)Disposals

Year ended 
31.12.06 

(restated)1

£m

Year ended 
31.12.07

£m

Notes: 1) The 2006 comparatives have been restated to reflect the change in accounting for post retirement benefits
2) Other items include share based payments, profit on sale of fixed assets and exceptional items
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Charter: Balance sheet

256.4454.0

236.7335.1Non-current assets (excluding retirement benefit assets)

132.0177.5Inventory

323.7412.0Trade and other receivables

(274.1)(369.1)Trade and other payables

(17.6)(27.0)Other

164.0193.4Net current assets (excluding net cash and provisio ns)

(108.8)(76.6)Net retirement benefit obligations

43.188.2Net cash

(50.9)(55.6)Provisions

(27.7)(30.5)Other long-term liabilities (excluding borrowings)

256.4454.0

246.1426.4Equity shareholders' funds

10.327.6Minority interests

Year ended 
31.12.06 

(restated)1

£m

Year ended 
31.12.07

£m

Note: 1) The 2006 comparatives have been restated to reflect the change in accounting for post retirement benefits
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Chairman: Lars Emilson

Lars Emilson, 66, has led a distinguished international 

business career, having held a number of senior executive 

positions over many years. He has lived and worked in 

Sweden, the United States and the United Kingdom.  He 

joined PLM AB, a Swedish pan-European packaging group 

in 1970 after graduating in economics from Lund University, 

Sweden and was appointed Chief Executive of PLM in 

1999 shortly before it was acquired by Rexam plc.  In 2000 

he joined the Board of Rexam with responsibility for the 

worldwide beverage can business, becoming Chief 

Executive from 2004 to 2007.  He retired from Rexam on 

31 January 2007 and has subsequently become a non-

executive director of Filtrona plc.
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Chief Executive Officer: Michael Foster

Michael Foster, 54, joined Charter as a Non-Executive 

Director in December 2001 and became an Executive 

Director on 1 January 2005. He became Chief 

Executive on 1 July 2006. He was formerly Executive 

Director, responsible for UK, USA and Ireland at RMC 

Group plc. He gained an Honours Degree in 

Engineering and Electrical Sciences at Cambridge 

University and is qualified as a solicitor.
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Charter share price – 1 year performance

Performance of share price measured against various  indexes (1 year period) 
9 May 2007 to 8 May 2008

600

700

800

900

1,000

1,100

1,200

1,300

May 07 Jun 07 Jul 07 Aug 07 Sep 07 Oct 07 Nov 07 Dec 07 Jan 08 Mar 08 Apr 08 May 08

C
lo

si
ng

 m
id

 s
ha

re
 p

ric
e 

(p
en

ce
) 

  

FT All Engineering FT All Share FT Mid 250 Charter



52CHARTER 2008

Charter share price – 5 year performance

Performance of share price measured against various  indexes (5 year period) 
9 May 2003 to 8 May 2008
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Charter share price – versus Lincoln Electric

Performance of share price measured against Lincoln  Electric Inc
9 May 2007 to 8 May 2008
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ESAB: Europe – manufacturing locations

St Petersburg
Dalsbruk

Gothenburg

Katowice
Perstorp

Vamberk

Mesero

Mór

Ihtiman
Acquired October 2007

Karben

Opole

Laxå

Cutting and equipment factory

Consumables factory
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ESAB has an estimated market share 
of 14 per cent, ranking it in 3rd 
position in North AmericaTraverse City

Ashtabula
Hanover
Florence

Monterrey

ESAB: North America – manufacturing sites
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Principal industries served
• Shipbuilding
• Sugar and alcohol
• Mining
• Oil and gas

Belo Horizonte

Chascomus

San Luis
Buenos Aires – Acquired 2007

ESAB: South America – summary of performance
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Weihai – Consumables (2008)

Shanghai – Cutting factoryZhangjiagang – Consumables 
Zhangjiagang – Equipment (2008)

ESAB: China – manufacturing sites
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ESAB: India – manufacturing sites
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Howden: Europe principal locations

Coswig (fans)

Hengelo (fans)

Glasgow – Head office (compressors)

Belfast (fans)

Paris (compressors)

Cartagena (heat exchangers)

Naestved (design and fans)
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Howden: Europe principal locations
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Paris (compressors)
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New Philadelphia (fans)

Mexico City (fans)

Howden: North America manufacturing locations
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Howden: China manufacturing locations

Weihai (existing fans and heat exchangers factories )
Weihai (compressors opened September 2007)
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Johannesburg

Melbourne

Sao Paulo

Howden: rest of world including South America

Port Elizabeth
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Howden: The compressor business

HCL – Acquired December 2006

Paris
HCL – Acquired December 2006

Johannesburg

Glasgow

Weihai
Opened September 2007


