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Diploma Plc to acquire specialty fasteners business, Peerless
Aerospace Fastener

Amilia Stone(https://www.directorstalkinterviews.com/author/amilia-stone) March 27, 2024(https://www.directorstalkinterviews.com/date/2024/03/27)
7:40 am

Diploma PLC (LON:DPLM), the international value-add distribution group, has announced the
proposed acquisition of Peerless Aerospace Fastener LLC, a market-leading distributor of specialty
fasteners into the US and European aerospace markets for ca. £236m ($300m). The transaction is
expected to complete in the next few weeks following customary regulatory clearances. 

·      A high quality business: Peerless is one of the largest independent value-added distributors
of aerospace fasteners with a strong reputation for quality and breadth of product, speed to market,
and value-add customer service. This customer proposition has driven a long track record of
organic growth of ca. 9% and has enabled ca. 30% operating margin.  

·      Strong strategic fit: the acquisition will add to our established position in aerospace fasteners,
extending our capability from aircraft cabin to airframe, accelerating organic growth by significantly
expanding our capability in the US with an enhanced product offer and further penetrating key
strategic markets in Europe.
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·      Attractive valuation: ca. £236m represents a multiple of ca. 7x FY24 EBIT and a year one
ROATCE of 15%, well in excess of our cost of capital. It will be immediately accretive to Group
growth and operating margin and drive 8% EPS accretion in the first 12 months of ownership.

Positioning behind structurally growing end markets

Aerospace fasteners represents a ca. $7 billion, highly fragmented addressable market. They are
highly specialised products and amongst the most critical components in aircraft manufacturing. An
aircraft contains ca. 1 million fasteners, representing up to 5% of total aircraft build value. There is
currently a 10+ year backlog for commercial aircraft manufacture, and the combination of new build
and ongoing maintenance supports sustainable long-term market growth. Diploma has operated
successfully in this space for more than a decade through our Clarendon business, which has
delivered sustained double digit growth, and to which Peerless is highly complementary.

Peerless is a strong strategic fit

Peerless, which was founded in 1952 and is headquartered in Farmingdale, NY, is an approved
supplier to all major aerospace companies globally, primarily serving ca. 80 sub-contractors to the
principal OEMs. It is a business that we have been tracking, and building a relationship with, for
some time. It demonstrates all of the core characteristics we look for in acquisitions:

·      Quality value-add business: similar to Clarendon, Peerless’ market-leading reputation and
value-add is based on product tracking and traceability; scheduled inventory management;
customised kitting; and custom, automated VMI solutions. This is reflected in strong operating
margins of ca. 30%.

·      Impressive organic growth track record, exciting potential: the business has delivered
long-term organic revenue CAGR of ca. 9% and has significant headroom for continued growth in
fragmented markets.

·      Excellent management team: a highly experienced management team, led by Bill Way and
Don Russo, has successfully grown the business for over 20 years. There is strong cultural
alignment and we are delighted that they will remain with the business under Diploma’s ownership,
within our Controls Sector. 

Peerless will be very complementary to our existing business and has strong alignment with our
growth strategy:

·      Product range extension to expand addressable markets: Peerless significantly extends
our value-add fastener solutions for aircraft with the addition of airframe fastening solutions to
Clarendon’s existing focus on cabins. Peerless also provides solutions to accelerate Clarendon’s
growth in the Defence and Space markets.
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·      Penetrating further into core developed geographies: Peerless will extend our US reach
from predominantly West Coast to national, and extends our capabilities in Europe.

·      Cross-sell opportunity: there are clear opportunities to cross sell Clarendon product to
Peerless customers in the US and Europe and vice versa.

Compelling financial rationale

As a quality compounder, Diploma has a long track record of accelerating organic growth through
selective acquisitions. Over the last five years, we have invested ca. £1 billion to acquire 37
businesses collectively delivering ROATCE of 16% and growing, whilst maintaining balance sheet
discipline.

The acquisition of Peerless will continue this track record of strong capital returns as well as being
immediately accretive to Diploma’s organic growth and margins. Peerless has delivered long term
organic revenue CAGR of ca. 9% and has EBIT margins of ca. 30%. In the first 12 months of
ownership, Peerless is expected to be accretive to Group EPS by 8% and achieve a ROATCE of
15%, more than covering the Group’s cost of capital.

For the 12-month period ended 30 September 2023, Peerless generated revenue of $107.7m and
EBIT of $33.5m. Gross assets at the end of the period were ca. $84m.

Funding

The Group has recently completed the restructuring of its balance sheet to provide the capacity and
flexibility for sustained profitable growth. In July 2023, the Group refinanced its existing bank
facilities with a £555m syndicated Revolving Credit Facility maturing in July 2028, with two 1-year
extension options. Earlier this month, the Group supplemented this with a successful debut US
Private Placement issuance, raising €250m with a mix of 7, 10 and 12 year maturities at an all-in
blended fixed coupon of 4.28%.

For the acquisition of Peerless, an initial payment of ca. £228m will be made in cash to Polar
Holdings Inc. on closing, with the remaining 3.5% to be paid to management based on Peerless’s
FY27 performance.

Our balance sheet remains strong, with flexibility for continued investment; year-end leverage is
expected to be ca. 1.3x, assuming no further acquisitions. We expect Group ROATCE to remain
strong, at ca. 18%, consistent with FY23.

(https://www.directorstalkinterviews.com/diploma-plc-18.0-potential-upside-indicated-by-
deutsche/4121155610)

You might also enjoy reading  Diploma PLC 18.0% potential upside
indicated by Deutsche
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Johnny Thomson, Chief Executive said: 

“Peerless is an excellent acquisition for Diploma, aligned to our strategy of building high
quality, scalable businesses for sustainable organic growth. Bill, Don and our new
Peerless colleagues have created an exceptional value-add business with a very strong
market reputation and I am delighted to welcome them to the Group. We know and like
the aerospace fasteners market and Peerless significantly extends our US capabilities
and adds scale in Europe. The business is already generating strong performance and
there are significant opportunities to enhance returns by working together across our
existing businesses. We expect Peerless to extend our track record of acquisitions that
drive organic growth at great returns, as part of our focus on continuing to deliver
sustainable quality compounding.”

Analyst call
Johnny Thomson, Chief Executive Officer, and Chris Davies, Chief Financial Officer, will host a
conference call for analysts and investors this morning at 8:00am (UK time).

Conference call dial in details:

Pre-registration

https://event.loopup.com/SelfRegistration/registration.aspx?
booking=diDMaYJcfL5uj5PjL5ZH0GcFWMZ5uEqpDyiozGm34t4=&b=2389e96d-457b-46a8-bebb-
fec356d5b031 (https://event.loopup.com/SelfRegistration/registration.aspx?
booking=diDMaYJcfL5uj5PjL5ZH0GcFWMZ5uEqpDyiozGm34t4=&b=2389e96d-457b-46a8-bebb-
fec356d5b031)

Dial in

• Dial in: +44 (0) 33 0551 0200 (UK); +1 786 697 3501 (US)

• Password: Diploma Conference Call

Written by: Amilia Stone

Twitter LinkedIn Facebook Email Reddit Telegram WhatsApp

Pocket

Find more news, interviews, share price & company profile here for:
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Latest Company News (https://www.directorstalkinterviews.com/news/ftse-
100)

(https://www.directorstalkinterviews.com/diploma-plc-appoints-ian-el-mokadem-as-a-non-
executive-director/4121174035)

Diploma Plc appoints Ian El-Mokadem as a non-executive director
(https://www.directorstalkinterviews.com/diploma-plc-appoints-ian-el-
mokadem-as-a-non-executive-director/4121174035)
Diploma PLC appoints Ian El-Mokadem as non-executive director, effective Q1 2025, boosting
its board with his extensive leadership experience.
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(https://www.directorstalkinterviews.com/diploma-plc-appoints-katie-bickerstaffe-as-senior-
independent-director/4121171337)

Diploma Plc appoints Katie Bickerstaffe as Senior Independent Director
(https://www.directorstalkinterviews.com/diploma-plc-appoints-katie-
bickerstaffe-as-senior-independent-director/4121171337)

(https://www.directorstalkinterviews.com/diploma-plc-3.4-potential-downside-indicated-by-
barclays/4121157471)

Diploma PLC -3.4% potential downside indicated by Barclays
(https://www.directorstalkinterviews.com/diploma-plc-3.4-potential-downside-
indicated-by-barclays/4121157471)

(https://www.directorstalkinterviews.com/diploma-plc-18.0-potential-upside-indicated-by-
deutsche/4121155610)

Diploma PLC 18.0% potential upside indicated by Deutsche
(https://www.directorstalkinterviews.com/diploma-plc-18.0-potential-upside-
indicated-by-deutsche/4121155610)

(https://www.directorstalkinterviews.com/diploma-plc-acquires-par-group-strengthening-uk-
aftermarket-business/4121154622)
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Diploma Plc acquires PAR Group, strengthening UK aftermarket business
(https://www.directorstalkinterviews.com/diploma-plc-acquires-par-group-
strengthening-uk-aftermarket-business/4121154622)
Diploma PLC (LON:DPLM) acquires UK-based PAR Group for £38m, enhancing its seals and
gaskets business. CEO Johnny Thomson welcomes the addition.

(https://www.directorstalkinterviews.com/diploma-plc-20.5-potential-upside-indicated-by-
berenberg-bank/4121151325)

Diploma PLC 20.5% potential upside indicated by Berenberg Bank
(https://www.directorstalkinterviews.com/diploma-plc-20.5-potential-upside-
indicated-by-berenberg-bank/4121151325)

Latest interviews (https://www.directorstalkinterviews.com/exclusives)

Cizzle Biotechnology Expanding into USA and Transforming Cancer
Screening (VIDEO) (https://www.directorstalkinterviews.com/cizzle-
biotechnology-expanding-into-usa-and-transforming-cancer-
screening-video/4121174827)
22 October 2024

Pulsar Helium CEO Discusses LSE IPO, High-Purity Helium and
Expansion Strategies (VIDEO)
(https://www.directorstalkinterviews.com/pulsar-helium-ceo-
discusses-lse-ipo-high-purity-helium-and-expansion-strategies-
video/4121174655)
21 October 2024
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Challenger Energy CEO Discusses Chevron Deal and Upcoming
Projects in Uruguay (VIDEO)
(https://www.directorstalkinterviews.com/challenger-energy-ceo-
discusses-chevron-deal-and-upcoming-projects-in-uruguay-
video/4121174508)
17 October 2024

Cerillion CEO Louis Hall on Link Mobility’s Upgrade and Future
Growth Strategies (VIDEO)
(https://www.directorstalkinterviews.com/cerillion-ceo-louis-hall-on-
link-mobilitys-upgrade-and-future-growth-strategies-
video/4121174496)
17 October 2024

Hercules Site Services Record-Breaking Year, CEO and CFO
Discuss Growth, Opportunities, and Future Plans (VIDEO)
(https://www.directorstalkinterviews.com/hercules-site-services-
record-breaking-year-ceo-and-cfo-discuss-growth-opportunities-and-
future-plans-video/4121174372)
15 October 2024
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Apax Global Alpha 1H24 Deal activity rebounding (VIDEO)
(https://www.directorstalkinterviews.com/apax-global-alpha-1h24-
deal-activity-rebounding-video/4121174244)
14 October 2024
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View all interviews  (https://www.directorstalkinterviews.com/exclusives)

View all Company Presentations (https://www.directorstalkinterviews.com/reports/investor-
presentations)

Brokers Talk (https://www.directorstalkinterviews.com/broker-thoughts-on)

Pulsar Helium Makes Significant Strides with AIM Debut and Exciting
Prospects, Auctus Advisors Insights
(https://www.directorstalkinterviews.com/pulsar-helium-makes-
significant-strides-with-aim-debut-and-exciting-prospects-auctus-
advisors-insights/4121174590)
22 October 2024
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