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Grounded In Execution 
 
In this week's Weekly Update, T. Bailey Head of Equities, Ben Ridley shares his observations from 
Keller Group's recent Capital Markets Day in London. 
 
A long-standing holding in the T. Bailey UK Responsibly Invested Equity Fund, Keller provides 
specialist ground engineering services for infrastructure and construction projects around the world. 
 
Ben explores what makes the business difficult to replicate, how its expertise supports customers 
across a wide range of projects, and why management's growth ambitions and financial targets will 
be important measures of future progress. 

 
This week the investment team at T. Bailey had the pleasure of attending the capital markets day 
of Keller Group, one of its long-standing investments in the T. Bailey UK Responsibly Invested Equity 
Fund. 
 
Keller does something that is technically demanding, physically difficult and absolutely essential. 
They help create the infrastructure that we rely on, the roads and rails that we travel on and the 
buildings that we live and work in.  
 
As the world’s largest specialist geotechnical contractor, their business is effectively to get the 
ground ready for others to build on. They do this by designing and building the foundations, they 
strengthen the existing soil and clean up contaminated sites to make land safe to build on.   
 
Although the company is listed here in the UK, it has a global reach, as ~60% of its revenues are in 
North America, 28% in EMEA and 12% in the Asia Pacific region. The business is very diversified by 
its end market exposure; it is almost sector agnostic. 38% of its revenues are in public infrastructure 
projects like rail, roads, ports and water/sewage assets. 30% in Power and Industrial projects that 
include manufacturing, power generation and transmission. 21% are in the Office and Commercial 
space like warehouses, retail facilities and includes the fast-growing demand from data centres; 
and finally, 10% is large scale multi-family residential developments.  
 
Keller is very nimble in terms of identifying what the next theme is that will drive demand.  For 
example, Keller has already shifted capacity from electric-vehicle manufacturing projects, where 
demand slowed sharply, towards data centres. Looking ahead, Keller sees power generation, grid 
capacity and transmission as the next significant opportunity, partly because data-centre 
development increases electricity demand. The business is building customer relationships ahead 
of that expected activity. 
 
As investors, one of the key reasons that we are invested in Keller, and this was reiterated on their 
capital markets day, is the distinction in terms of what they do, and what value they add to their 
diversified clients versus a more general construction company. Geotechnical specialist contracting 
is a highly important and critical part of an infrastructure project. Although Keller’s geotechnical 
services may only be ~0.5% -1.5% of the total build cost, it is critical that this is done properly, as it 
then effectively de-risks the rest of the building project, which will lead to fewer delays, redesigns 
and remediation of the project. This is real value add that Keller delivers to its clients, which means 
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their customers can be less price sensitive, and this can be seen in the margins that Keller achieves 
versus more general contractors. 
 
Another key driver of Keller’s business model which they reiterated was the fact that on each project 
their engineers need to firstly understand what is happening “above ground”. They need to 
understand the structure, the regulation, supply chain and construction practices. Then they need 
to understand “below ground”, they need to understand the geology, groundwater conditions, 
seismic conditions and any potential contamination. All these factors can vary enormously, not just 
between countries, but within a country, within a state and sometimes even within a single site. 
Their local teams build up decades of knowledge of those conditions and their customers; and this 
creates a real network effect for the company globally. Expertise developed in one market can be 
deployed in another. Specialist engineers can support a branch facing an unfamiliar challenge, as 
equipment and techniques can move to where demand is strongest.  
 
This network effect driven by better knowledge of local soil and ground conditions allows for more 
accurate pricing of projects, which results in more work being won, and better utilisation of both 
their equipment and engineers; this can be seen in numbers like the sustained margins that they 
have achieved.  
 
At the CMD, Keller’s management set out their medium-term growth and margin targets to 2030, 
which supported our confidence in the company as shareholders. These targets included organic 
revenue growth CAGR of 5-7%, group operating margin of 7%, a Return on Capital Employed greater 
than 30%, and a total free cashflow to 2030 of ~£800m. It is also worth highlighting how strong the 
balance sheet is now, as it is currently in a net cash position, versus its net debt/EBITDA target 
range of 0.5x to 1.5x. This gives the company real scope to make value-adding bolt-on acquisitions, 
as well as options to return excess cash to shareholders in share buybacks or a special dividend, 
especially if they fail to identify the right acquisitions.  
 
As an investor, going forward we will monitor how Keller does operationally, assessing how the 
business performs versus the medium-term targets that were set out. We will analyse any 
acquisitions that they make, assessing whether any deals are returns enhancing or dilutive to the 
overall company. 
 
It was great to spend the time listening to the senior management team, hearing about some of 
the large projects that the company are working on, and how different and unique each project can 
be across the 35 countries that they currently operate in. 
 
At the end of the day, on my way home, walking past the high-rise office buildings in the heart of 
the city of London, I stopped and wondered at how many of them were standing there as a result 
of the ingenuity and expertise of the engineers from Keller. 
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Important Information 
 

 
 
For professional investors or advisers only. This material is not suitable for retail clients. 

 
• This document is issued by T. Bailey Asset Management Limited ("TBAM"). 

 
• This document has been produced for information only and represents the views of TBAM at the time 

of writing. It should not be construed as investment advice. No investment decisions should be made 
without first seeking advice. TBAM do not provide financial advice to private individuals. 
 

• Full details of the TBAM funds, including charges and risk warnings, are published in the TBAM funds’ 
Prospectus. Investors should read the Prospectus, relevant Key Investor Information Document and 
Supplementary Information Document prior to investing. Fund documentation is available at 
www.tbaileyam.co.uk. 
 

• TBAM products are exposed to global financial markets and are subject to market fluctuations and 
other risks inherent in such investments. Investments in overseas markets may be affected by changes 
in exchange rates, which could cause the value of your investment to increase or diminish. The funds 
may enter into derivative transactions for efficient portfolio management purposes (including hedging). 
 

• Past performance is not a reliable indicator of future results. The value of your investment and the 
income derived from it can go down as well as up and you may not get back the money you have 
invested. 
 

• The total return or loss on equities may fluctuate significantly from year to year, you should therefore 
regard your investment as medium-to-long term. 
 

• The investment methodology and risk controls defined here stand as guidelines and not rules. 
Occasional deviations from these parameters may occur. 
 

• Every effort is taken to ensure the accuracy of the data used in this document, but no warranties are 
given. Based on TBAM's understanding of current law and practice which could alter as a result of 
future legislation. All sources TBAM unless otherwise stated. 
 

• TBAM is authorised and regulated by the Financial Conduct Authority No. 190291 and is a member of 
the Investment Association. 
 

TBAM is registered in England & Wales Number 3720372.  
Registered Office: Toll Bar House, Landmere Lane, Edwalton, Nottingham NG12 4DG. 
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