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By attending the meeting where this presentation is made, or by reading this document, you agree to be bound by the limitatio ns set out below.  
  
This presentation is being communicated only to those persons falling within Article 19 or Article 49 of the Financial Servic es and Market Act 2000 (Financial 
Promotion) Order 2005 of the United Kingdom and should not be relied upon by any other person. Accordingly, this presentation  is only being made to (or 
where other persons are in the audience, directed at) persons falling within each of those Articles, including ( i) persons who are authorised for the purposes 
of the Financial Services and Markets Act 2000; (ii) other persons having professional experience in matters relating to purc has ing investments to which this 
presentation relates; (iii) a body corporate which has more than 20 members or which is a subsidiary undertaking of a parent und ertaking which has more 
than 20 members and which has a called up share capital or net assets of not less than £500,000; (iv) any other body corporat e, unincorporated association 
or partnership which has a called up capital or net assets of not less than £5 million; (v) the trustee of a high value trust ; o r (vi) any person acting in the 
capacity of a director, officer or employee of one of these entities and whose responsibilities include him or her engaging i n i nvestment activity. The 
information contained herein is for those persons attending this presentation (and to whom this presentation is directed) onl y, and is solely for their 
information and may not be reproduced or further distributed to any other person or published in whole or in part for any pur pos e.  
  
This presentation is for information only. This presentation does not comprise a prospectus or constitute an offer or invitat ion  to purchase or subscribe for 
any securities and should not be relied upon in connection with a decision to purchase or subscribe for securities. This pres ent ation does not constitute a 
recommendation regarding any securities. No reliance may be placed for any purpose whatsoever on the accuracy of the informat ion  or opinions contained in 
this presentation or on its completeness. No responsibility or liability is or will be accepted for any information or opinio ns expressed in this presentation or 
omissions therefrom, and no representation or warranty, express or implied, is or will be given in relation to such informati on or opinions and any reliance 
you place on them will be at your sole risk. The information set out herein may be subject to updating, completion, revision,  ve rification and amendment and 
such information may change materially, however none of Melrose undertakes any obligation to update any of the information co nta ined herein. Any person 
considering a potential subscription of securities of Melrose may rely only on the subsequent definitive offering documentati on.  Past performance, including 
the price at which Melrose shares have been bought or sold in the past and the past yield on Melrose shares, cannot be relied  on  as a guide to future 
performance.  
  
This presentation is not for distribution in the United States, Canada, Australia or Japan or in any jurisdiction where such dis tribution is unlawful. The 
securities which are the subject of this presentation have not been and will not be registered under the United States Securi tie s Act of 1933 (as amended).  
  
No statement in this presentation is intended to constitute a profit forecast for any period and no statement should be inter pre ted to mean that earnings or 
earnings per share will necessarily be greater or lesser than those for the relevant preceding periods for Melrose appropriat e.  
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Track record 

Á AIM (£13m market cap) to FTSE 100 (£3.8bn market cap) in less than ten years 

Á Created £2.7 billion of shareholder value since the start of Melrose ten years ago 

Á Quadrupled shareholder equity 

Á Average annual return on equity investment of 27% since the first deal 

Á Average increase in operating margins for our acquisitions of 5 to 6 percentage points 

 

 

Melrose 

   Net shareholder investment 

   Market capitalisation 

   Total shareholder gain 

  Average annual return 

  on investment (IRR) 

£1.1bn 

c.£3.8bn 

c.£2.7bn 

27% 

1 As at August 2013 

2 Before exceptional costs, exceptional income and intangible asset amortisation 

Total Melrose1 Melrose deal by deal1 

Shareholder gain Headline2 operating margin improvement Acquisition equity increase 

3.3x 
3.1x 

2.1x    
(to date) 

McKechnie Dynacast FKI & Elster

10% 

16% 
11% 

16% 12.8% 

16% 
18% 

24% 

Entry Exit / current 
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What we said at acquisition Ą A good quality business underperforming its potential 

Elster Ą performing well 

Strong end markets 

 
Energy demand, energy 

conservation and 

gasification 

 

Good market share 

 
Global number 1 in gas 

 

Global top 3 in both 

electricity and water 

 

Well established 

 
Established for over 100 

years 

 

Extensively installed meter 

base 

 

Strong cash 

generation 
 

Turns profit into cash well 
 

Low requirement for 

working capital 

 

 

International 

exposure 
 

2011 revenue split: 
 

49% Europe 

30% North America 

21% Rest of World 

 

Well diversified 

 
No customer > 5% revenue 

Operations in 30 countries 

Trading in 130 countries 

Good revenue 

visibility 
 

Good order book Ą 4 

months 

 

Smart orders can extend 

for a number of years 

 

Not capital intensive 

 
Sells many units 

 

Low working capital 

requirement 

 

Technology 

strength 
 

A leading designer and 

manufacturer of proprietary 

product 

Buy 

Results ahead of plan 

Original margin targets 

increased 

On track to double 

shareholder investment 
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Elster Ą ahead of the acquisition plans Improve 

Elster ï óone year inô Ą achievements to date 

Á Elster showing the fastest improvement in Melrose history 

Á Profit increased by over a third in the first year 

Á Original margin targets increased 

Á Elster now run as three businesses 

 

Presentations from: 

Á Water ï Jerry Lauzze Ą establishing a higher quality business through restructuring 

Á Electricity ï Frank Hyldmar Ą creating value from smart metering 

Á Gas ï Martyn Vaughan Ą a substantial industrial gas opportunity 
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Elster Water 

London, 7 October 2013 

 

Jerry Lauzze  
CEO, Water 
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A global industry leader since 1883  

Operations in all major regions, 1000+ employees  

80 million meters deployed in the past 10 years  

Sales in 90+ markets covering all major technologies  

Proven , trusted metering solutions for the water industry  

Elster Water ï at a glance  

10  

19% of Elster revenue1 

 

5% of Elster profit1 

 

1 Results for the year ended 31 December 2012  



Solutions  

Smart  Commercial  Residential  

Elster water 
division  

 

2012 sales: £213m 1  

58%  

14%  

28%  

Product range  

11  
1    At 2012 actual exchange rates  



Polymer  Accuracy  

AMR/AMI  Electronic  

2013 2014 2015 2016

Poly

V200P  

V210P  

evoQ4  

Q200  V200H  

M200  

H5000  

S220  

Brass Polymer

Average Price Margin

units  

Product strategy ï driving margin growth  

12    



Main Regional Sales Offices (5)  

Regional Manufacturing Sites (6)  

Manufacturing Partner/JV (6)  

Americas  
£67m  

EMEA  
£118m  

Asia/Oceania
£28m  

Core manufacturing site (2)  

Water Division 
HQ, Luton, UK  

£ sales revenues shown for 2012 

Location overview  

Injection moulding of 
precision measuring 

components  

Main European 
manufacturing sites in 
Slovakia (above) & UK  

High precision 
quality  
control  

Multi - jet meter production in Brazil  

Polymer meter production in 
South Africa  
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Global m eter market shares 2012 1  

 
Elster share by region 2012 1  

Itron  
18%  

Sensus  
11%  

Diehl  
11%  

Zenner  
6%  

Neptune  
4%  

Badger  
2%  

Others  
( incl  Elster 
partners)  

34%  

 

 

 

 

 

Source: IMS Research, 2013: Water Meter Units excluding China  

North America  EMEA  

Latin America  Asia - Pacific  

Elster  
14% 
(13%) 1  

12%  
(5%)  1  

18%  

5 %  16%  

Market share & competitive position  

14    

1    Figures in brackets are 2014 estimates based on US market exit from mechanical meter sales  



 

 

 

 

 

1 At constant currency based on H1 2013 rates  

2 Before exceptional costs, exceptional income and intangible asset amortisation  
 

Note: Pre September 2012 ï Elster Group SE accounting policies  

Revenue 1  Headline 2  operating  
profit  

H1 2013 cash conversion  

Working capital to 
revenue  

8.1%  

131%  

Average headline 2  operating 
profit conversion to cash (pre 

capex) in H1 2013  

At June 2013  
Â 2013 rationalisation of product 

lines and low margin business, 
closure of under - performing units  

Â 2013 positioned for profitable 
growth  

Â Margin improvement underway 

in Melrose ownership  

Financial performance summary  
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£5.2m  

£10.5m  

H1 2012 H1 2013

+105% 

4.5% 

10.2% 

3.3% 

Headline2 operating margin 

£7.1m  

FY 2012

£118m  
£103m  

H1 2012 H1 2013

£217m  

FY 2012

-13% 



Scarcity  Conservation  

Customers  Quality  

Medium term growth ï driven by global challenges  
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