
1

UK Housebuilding Sector

Q3 2019; Halloween and beyond

‘And Then There Were None 17’
Dame Agatha Christie (née Miller) published more than 80 

books and plays; and the Guinness Book of  World Records 
lists her as the best-selling novelist of  all time with roughly two 
billion copies sold

‘And Then There Were None’ was originally published in 
1939, with an un-politically correct title; and it is still the 
World’s best-selling mystery (with more than 100 million sold); 
and it is number six on the all-time list

The plot concerns 10 guests and staff  holed up on a small, 
isolated island off  the Devon coast of  England. One by one, 
they meet their maker in a homicidal sequence choreographed 
by a retired Judge with both a “savage bloodlust and a strong 
sense of  justice”. Okay, two (very stressed) protagonists 
actually top themselves
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‘And Then There Were None 17’ #
The novel is full of  surprises and the fateful question (on 

repeat) is who’s next?  

Telford being bid for by CBRE was a double surprise (seller 
and buyer) and reduces the listed UK Housebuilding Sector by 
one to 17

The second question on everyone’s lips (after “why CBRE?”) 
is: “who’s next?”

And, of  course, outside the Sector drawing room, we have 
Bovis and its agreed bid-in-progress for Galliford Try’s 
residential units including Linden Homes. Plus, that other 
Luddite (contracting and housebuilding combo), Kier, is selling 
its homes’ business

This is not ‘Ordeal by Innocence’ or ‘Destination Unknown’

 It is a ‘Postern of  Fate’
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Housebuilding Sector stock market value - daily - in Q3 2019 (£bn)
- low in red: 15 August; high in blue: 30 September -
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Euro to GBP - daily - in Q3 2019                                                             
- low in red on 15 August; high in blue on 19 September -

Q3 - a page turner
In Q3 of  this year, the stock market value of  the UK 

Housebuilding Sector rose 10% or £3.4 billion

For the literary record, in calendar 2018, it declined 27% or 
£11.8 billion

Note, too, that the Sector’s Q3 plot peak was on its final day 
i.e. 30 September with its low coming on 15 August

It also closed the quarter just 14% off  its all-time high from 
24 October 2017

Month by month, too, July (+4.1%) and September, especially, 
(+9.1%) were very good indeed - with only August spoiling the 
middle act with a 3.5% drop
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Q3 cont/.
Best week was Week 37 (+7.7%) with the worst being the  

Week 31 on minus 4.9% (and, from a tally of  13 weeks, six 
were ‘up’ and seven ‘down’ in the best sellers’ list

From 65 trading days in Q3, too, the split was 38 ‘up’ and 27 
‘down’

Looking back to the Sector’s trough (7 July 2008) the rise has 
been more than 1,000% (i.e. £35 billion); and the Sector is 52% 
above where it was in the immediate aftermath of  the Brexit 
referendum (‘The Hollow’)

Similarly, the Sector has risen in value in 24 of  the last 35 
quarters (and seven of  the last 10 years through 2018)
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Q3 share prices - the story continues
Housebuilders’ share prices rose smartly by an average 9% 

actual in Q3 (quarter on quarter) or 10% weighted by market 
capitalisation. Year-to-date these numbers were +19% and 
+23% whilst against a year ago the gains were slimmer 
volumes at 1% and 5% respectively

A reinvigorated Inland (+21%) and Bellway (+20%) were top 
of  the Q3 best-seller list; whilst dual-listed (Dublin and 
London) Cairn Homes was the sole negative author with a 
drop of  7%

Earlier, too, we highlighted the close match of  the shifts in 
value for the Housebuilders against the Euro versus the British 
Pound i.e. the exchange rate is a barometer of  the prevailing 
Brexit wind. Note, too, the Sector and the Pound’s Q3 low 
were on the same day i.e. 15 August
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Q3 share prices in continued…
In the year-to-date, it is an even better picture-book with share 

pries rising by an average 19% actual and 23% weighted

Inland (+52%) was a runaway novel winner with support from 
Bellway, Bovis, Redrow and Gleeson which all rose between 
25% and 33%

In 2019, though September, not one stock was lower, although 
Abbey was unchanged

Looking at the same time a year ago, 10-from-18 stocks are 
higher - with Inland (+33%) once more eschewing writers’ 
block

Worst, encore, are Cairn - and Glenveagh - with very 
significant deficits of  25% and 24% respectively
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Relative performance in Q3
Quarter on quarter, the Housebuilders were the best relative 

performer on the London Stock Exchange, as writ here, with a 
10% rise. The Sector also led over the 12 months to end 
September with a 3% gain

Oddly (given the earlier Chapters), Construction and Building 
Materials was the best performer in 2019 to date (through 30 
September) with a 25% surge; albeit the Housebuilders are 
close behind on 23%

At the same time, the three core measures of  the UK equity 
market - the FTSE 100, 250 and All Share - were flat in Q3 in 
a band from minus 0.5% to +0.1% and all negative on a year 
ago

In 2019 to date, however, the equity market’s principal indices 
were up by between 10% and 11% through September
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Peak value / FTSE 100/ Structure
At 30 September 2019, Housebuilders’ share prices were, on 

average, some 1,800% above the lows of  2008; and 30% up on 
more recent 52 week lows (weighted these numbers are written 
as 2,400% and 34% respectively)

However, the Housebuilders were also some 17% below their 
2007 peaks (and 18% weighted); plus they are 14% and 11% 
off  52 week highs on actual and weighted bases respectively

‘The Big Four’ housebuilders also continue in the FTSE 100, 
too, and on 01 October 2019 they placed as follows: Berkeley 
(number 83); Taylor Wimpey (82); Barratt (63); and Persimmon 
(58)

Together, these four playwrights account for 63% of  Sector
value
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Price-to-Book/TSR
The Housebuilders’ latest average Price-to-Book valuation 

was 1.58 on 30 September 2019 and 1.79 weighted

This included four-from-18 companies at 2.0 or better 
including Watkin Jones with a Booker Prize 3.57

A year ago, the core ratios were, longer, at 1.70 and 1.91

Total Shareholder Return (TSR) for the Sector in the 12 
months to 30 September 2019 was 7.4% actual and 12.4% 
weighted by market capitalisation

Excluding the three Dublin/London listed stocks (Abbey, 
Cairn and Glenveagh), which were all negative, the average 
TSR is 12.3% actual and 13.8% weighted
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Price Earning Ratio (PER)
The Housebuilding Sector’s prospective PERs are 9.5x in 

2019 followed by 9.4x in 2020 based on consensus forecasts

Average earnings growth is forecast at a marginal 3% in 2019 
and at 1% in 2020; and based on just six forecasts in 2021, the 
earnings growth figure is 4%

Berkeley has proffered guidance for a sharp prospective drop
in pretax profit of  one third in fiscal 2020 (i.e. the consensus is 
minus 31%) - which impacts the average

For the record, trailing 12 month PERs for the FTSE 100, All 
Share Index and FTSE 250 range from 15.1 to 19.7x; which 
compares with the Sector’s 9.8x on same basis

Note, too, Cairn and Glenveagh are excluded due to losses or 
minimal earnings at this point; and Telford has been taken 
over and is excluded (and a significant dip in earnings current 
year was expected)
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2020 2019

Dividend Yield
In 2019 and 2020, the UK Housebuilding Sector average yield 

is forecast at 5.8% followed by 5.9% - with dividend cover at 
2.6x and 2.4x respectively

A number of  companies has committed to enhanced 
dividend payments which means that there are two companies 
with double digit prospective yields (see chart)

For the record, the UK equity market yields between 3.3%
and 4.4% historic with average cover of  1.5x; which compares 
with 5.5% and 2.8x for the Housebuilders

Here the FTSE 100, 250 and All Share represent the UK 
equity market; and all calculations are made at the London 
Stock Exchange (LSE) close on 30 September 2019
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Results in Q3
In Q3 there were five sets of  final results and three interims 

plus more than a dozen trading updates from the 18 Sector 
companies

Average individual pretax profit for the Q3 reportees rose 
11% whilst average individual EBIT margins dipped 40 basis 
points from 19.2 to 18.8% - on revenue 1.5% larger at £11.48 
billion

EPS increased 6.4% on average whilst dividends were raised 
15% (or 7% ex-Taylor Wimpey) with average individual cover 
easing from 2.2 to 2.0x

Orders declined 1% from a sample of  four; albeit ex-Taylor 
Wimpey’s exuberance the dip was minus 5%

Average individual ROCE was little changed at 20.7% (versus 
20.8% last time); with Capital Turn little changed, too, at 1.12x 
(versus 1.09x)
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Q3 Profit & Loss
Date Company Event Period Pretax profit (£m) PBT EBIT margins Revenue Orders DPS DPS cover (x)

ending Old New % chge Old (%) New (%) % chge % chge % chge Old New
11-Jul Abbey (Euro) Full Year 30-Apr 58 51 -13 26.8 22.9 6               na 11 12.7 10.1

Abbey (GBP) 52 45 -14 5 11
31-Jul Taylor W. Half Year 02-Jul 331 300 -9 20.1 18.0 1 12 57 3.4 1.9

20-Aug Persimmon Half Year 30-Jun 521 514 -1 28.2 29.1 -4 -4 0 0.6 0.6
05-Sep Redrow Full Year 30-Jun 380 406 7 19.9 19.5 10 -8 9 3.0 3.0
05-Sep Barratt Full Year 30-Jun 829 900 9 17.8 19.0 -2 -2 7 1.5 1.6
10-Sep Bovis Half Year 30-Jun 60 72 20 14.6 16.0 9               na 8 1.9 2.1
17-Sep Gleeson Full Year 30-Jun 37 41 11 18.7 16.4 27               na 8 1.7 1.8
18-Sep Springfield Full Year 30-Jun 10 17 69 7.6 9.2 36               na 19 2.9 3.2

TOTAL (£m) 2219 2294
Individual average change (%) 11 10 -1 15 2.2 2.0
Sector average change (%) 3 1
Individual average margin (%) 19.2 18.8
Sector average margin (%) 20.1 20.2

EXTRA: Euros
23-Aug Glenveagh Half Year 30-Jun -8 -4           -           -           - 3,408           -           -           -           -
12-Sep Cairn Homes Half Year 30-Jun 12 22 79 13.9 14.2 48 18           -           - 1.0

Notes:
(i) Abbey, Taylor Wimpey and Redrow DPSs are ex-specials
(i) Abbey's dps cover is excluded from the average
(ii) newly floated Cairn and Glenveagh are shown separately as they evolve

Q3 Balance Sheets
Date Company Event Period Net Assets (£m) Net (Debt)/Cash (£m) Gearing Gearing ROCE ROCE Cap.Turn

ending Old New Old New Old % New % Old % New % (x)
11-Jul Abbey (Euro) Full Year 30-Apr 342 367 83 99 -24 -27 17.1 14.4 0.63

Abbey (GBP) 300 315 73 85

31-Jul Taylor W. Half Year 02-Jul 2,951 3,008 525 392 -18 -13 21.4 19.3 1.07
20-Aug Persimmon Half Year 30-Jun 2,836 2,838 1155 833 -41 -29 39.3 38.5 1.33

05-Sep Redrow Full Year 30-Jun 1,483 1,585 63 124 -4 -8 25.5 24.6 1.26

05-Sep Barratt Full Year 30-Jun 3,706 3,961 791 758 -21 -19 22.3 21.7 1.15
10-Sep Bovis Half Year 30-Jun 1,061 1,074 43 102 -4 -10 11.4 14.1 0.89

17-Sep Gleeson Full Year 30-Jun 188 204 41 30 -22 -15 19.6 20.1 1.23
18-Sep Springfield Full Year 30-Jun 79 89 -15 -30 19 33 9.8 13.0 1.41

TOTAL (GBP) 12604 13072 2675 2295
Individual average change (%) 5
Sector average change (%) 4
Individual average ROCE (%) adjusted 20.8 20.7 1.12
Sector average ROCE (%) adjusted 17.3 17.0 0.84
Individual average gearing (%) -14 -11
Sector average gearing (%) -21 -18

EXTRA: Euro (m)
23-Aug Glenveagh Half Year 30-Jun 843 840 132 -41 16 -5           -           - 0.09
12-Sep Cairn Homes Half Year 30-Jun 730 775 -176 -95 -24 -12 3.7 5.4 0.38

Notes:
(i) 'Cap. Turn' is Capital Turn i.e. revenue-divided-by-capital-employed
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Outlook 1
Abbey (Finals – 11 July): in its fiscal year to ends on 30 April, 

the Company Abbey reported PBT (profit before tax) 10% lower 
at €53 million on revenue 12% higher at €231 million. At the 
same time net EBIT margins dropped 41 basis points to 22.6% 
with the bulk of  the damage coming in Ireland

It also said that “the outlook continues to be uncertain” and 
“the abrupt withdrawal of  ‘Help to Buy’ would have a material 
impact on our business”

Abbey also continues to buy its own shares back and the 
Gallagher family now holds 85.6%

Countryside (Trading Statement - 25 July) at that time 
reported an order-book of  more than £1 billion (i.e. £1.135bn) 
which was up 17%. Shall we repeat that?

Outlook 2
Taylor Wimpey (Interims - 31 July): revenue was flat at £1.73 

billion with EBIT margins dipping from 20.1% to 18.0% which 
meant PBT was 9.4% lower at £299.8 million; albeit the dividend 
was increased 57% to 3.84 pence. The Group also spoke of  flat 
pricing and cost pressures which in turn will mean lower margins 
this year. That said, Taylor Wimpey was also holding a total order 
book up 11.5% at £2.5 billion running into 2020

Bellway (Trading Update - 8 August) wins euphemism of  
the year: “with the operating margin continuing to moderate 
towards a more normalised level”. At the half  year this was 
21.5%. The Group also said that PBT for the fiscal year to 31 
July, is expected to be in line with current market estimates (at 
that time Bloomberg and Reuters had, £664 million i.e. +3.6%)

At the same time, the order book this was up in units (+0.8% to 
4,878) but down in value (-5.9% to £1.22 billion and Bellway 
expects “more moderate volume growth in the year ahead”
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Outlook 3
Persimmon (Interims - 20 August): revenue was off  4% at 

£1,754 million generated from the sale of  7,584 private and 
partnership units. Meantime, EBIT margins actually rose from 
28.2% to 29.1% although PBT was 1% lower at £513.4 million. 
Note, too, H1 ROCE of  38.5%

In terms of  the outlook, Persimmon was pragmatic about the 
Brexit denouement. It also continues to experience some 
pressure on cost and availability of  certain materials

As for the order book, it said that in first seven weeks of  H2, 
through mid-August, it was minus 11.5% in units at 1,878 
units. For the year-to-date, though, it was at 11,006 (minus 4%) 
and by value less at £2.048 million

Persimmon is also the first UK housebuilder to introduce a 
retention scheme together with it independent quality review
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Outlook 4
Glenveagh (Interims - 23 August): on the same day, this 

Irish housebuilder, listed on Euronext Dublin and the London 
Stock Exchange, saw its CEO, Justin Bickle step down with 
immediate effect to be replaced by the COO Stephen Garvey. 
Two new NEDS were also added and “Updated Business 
Plan” will be promulgated in Q1 next year

Turning to the half  year, revenue was €45.5 million (up from a 
fledgling Euro 1.3 million in H1 2018) on which it generated a 
pro-forma gross margin of  17.6%. However, at the PBT level, 
there was a loss of  €3.8 million (2018: loss of  €8.2 million)

In the half  year, Glenveagh sold 158 units sales (H1 2018: 6 
units) and, thereafter, had 800 units sold, signed or reserved as 
at 19 August

In 2019, the Irish economy is expected to grow GDP by 4.9%. 
However, a disorderly Brexit could be very bad news. See 
comments on Cairn Homes too
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Outlook 5
Barratt (Finals - 5 September), the quintessential salesman, 

produced a first class set of  figures for the fiscal year to 30 
June 2019 albeit revenue actually dipped 2.3% in the year to 
£4.76 billion comprising 17,856 units (+1.6%). However, EBIT 
margins actually rose 120 basis points to 19.0% as did PBT: 
+9% to £910 million

In terms of  the orderbook, as at 2 September, this was 2% up 
in units at 12,911 but 2% down in cash at just under £3 billion. 
More revealing, though, is the movement in orders between 30 
June and 2 September. In 2018, the gain was 40% in cash and 
25% in units, this year the respective gains were significantly 
lower at 15% and 13%

Based on current market conditions, Barratt expects to grow 
volumes towards the lower end of  its medium-term target 
range in fiscal 2020 i.e. an increase of  3% to 5% in wholly 
owned unit completions. In an uncertain immediate future, too, 
Barratt says it will play to its strengths
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Outlook 6

Redrow (Finals - 5 September) saw revenue rise 10% to 
£2.1 billion in the year to 30 June 2019 from 13% more legal 
completions at 6,443 - passing the 6,000 mark for the first time

As for the EBIT margin, it was 40 basis points lower at 19.5%. 
However, PBT increased 7% to £406 million.

Redrow said that the wider housing market continues to be 
affected by the uncertainty surrounding Brexit and the high 
cost of  moving, particularly the burden of  SDLT [aka Stamp 
Duty]”

At the same time, the order-book is 11.3% lower at £1.02 
million and, at the half  year (reported on 6 February), it was 
11.0% better at £1.16 billion. The difference between the two 
order-book numbers is also minus 12.7%
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Outlook 7
Bovis (Interims - 10 September) and its H1 results were 

overshadowed by its putative bid for Galliford Try’s residential 
units including Linden Homes (see over). However, in the six 
months to 30 June, the Group raised revenue 9% to £472 
million with EBIT margins 140 basis points better at 16.0% 
and PBT was ahead 20% at a record £72.5 million

Once again, no order-book data is provided. Why not? 
However, in H1 there was a 15% increase in the private sales 
rate to 0.6 per site per week “despite an uncertain market 
backdrop”. Similarly, 96% of  fiscal 2019’s planned completions 
are secure plus some 10% of  2020’s

In Week 37, Galliford Try declared a PBT 27% lower at 
£104.7 million including EBIT (pre-goodwill) of  £182.6 
million from Linden plus PRD
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Bovis/Galliford
Bovis and Galliford Try have re-engaged in preliminary 

discussions regarding a potential combination of  Bovis Homes 
and Galliford Try’s Linden Homes and Partnerships & 
Regeneration Divisions (PRD)

This values these units at £1.075 billion comprising: the issue 
to Galliford shareholders of  circa £675 million of  Bovis shares 
plus £300 million in cash. On 30 September, Galliford’s market 
capitalisation was £743 million

For the second time of  asking, Bovis said it wants to buy 
Galliford Try’s residential businesses; and Galliford wants to 
sell. In what we believe is a buyer’s market, too, this looks a 
great deal for Bovis (at less than 6x historic EBIT) and a life-
line for the challenged Galliford. Serendipity rules, too, as 
Bovis CEO, the redoubtable Greg Fitzgerald (54), used to run 
Galliford Try having joined age 17

Outlook 8
Cairn Homes (Interims - 12 September) is “the leading 

Irish housebuilder” listed in Dublin and London and in H1 
revenue rose 48% to €192 million after selling 33% more units 
at 390. In turn, EBIT margins nudged up 30 basis points to 
14.2% whilst PBT soared through 79% to €21.8 million. Cairn 
has also embarked on a Euro 25 million share buyback 
programme

Best of  all, though, is a forward sales cash tally which is up 
18% at €446 million with the corresponding unit number 37% 
up at 1,250 (plus land bank of  15,400 plots)

“In response to potentially less favourable economic 
conditions, Cairn is the best positioned homebuilder in Ireland 
to continue to expand and grow our operations”. As for the ‘B’ 
word, Cairn said that the Central Bank of  Ireland has reduced 
its forecast GDP growth in 2020 from 4.1% to just 0.7% in 
2020, “as a result of  a hard Brexit”
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Outlook 9
Gleeson (Finals - 17 September) “the low-cost housebuilder 

and strategic land specialist” issued final results for the year to 
30 June which showed pre-tax profit growth of  11% at £41.2 
million. By-the-by, Gleeson Strategic Land is no longer for sale. 
In our view, it was unlikely to attract a divestment premium

“Despite the uncertainties surrounding Brexit, the demand for 
our low-cost homes….. in the North of  England remains 
robust”; elsewhere in the document demand was also described 
as “extremely strong”….

Gleeson is confident about significant growth in both revenue 
and profits “in the current financial year and beyond”. 
Following the summary departure of  former and larger-than-
life CEO, Jolyon Harrison in June, ex-Keepmoat CEO James 
Thomson stepped in as an interim. Gleeson hopes to 
announce a full-timer soon
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Outlook 10
Springfield (Finals - 18 September) has produced only its 

second set of  full year results i.e. it floated in October 2017; 
and braw they were. The Company (which has made two 
acquisitions in two years in Dawn and Walker) raised revenue 
36% to £191 million, in the year to 31 May, 

Turning to EBIT margins, they remain low at just 9.2% (2018: 
7.6%).PBT, however, was ahead by more than two-thirds at 
£16.5 million and, looking forward, Springfield has 16-year 
private land bank (15,938 plots) with a GDV of  £3.2 billion 
(2018: £2.4 billion), whilst in the Affordable Sector, it holds 
4,427 plots (2018: 3,719)

The demand for housing in Scotland continues to outstrip 
supply and house price growth ahead of  that in the rest of  the 
UK; plus there is significant Government support

But no orderbook data are included in the stock exchange 
statement. Why not?
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Economics chapter 1
GDP rose by 0.3% in August (with construction also at  

+0.3%) although the August Quarter was flat. Consensus 
GDP forecasts for the UK in 2019, 2020 and 2021 are in a 
band from 1 to 2% (2018: 1.4%)

Inflation, as measured by the CPI dipped, unexpectedly, to 
1.7% annualised in August (from 2.1% in July) to the lowest 
level since the end of  2016

Unemployment was 3.8% in the July Quarter (June: 3.8% 
and July 2018: 4.0%). It has not been lower since October to 
December 1974. Note, too, that average weekly earnings rose 
3.8% in the same quarter; 1.9% net of  inflation

Retail Sales by volume actually dipped in August 0.2% 
versus the previous month - which caused a stir - although 
they rose 2.7% on an annualised basis; and, the month of  
August, on its own, was 3.3% ahead year-on-year

UK Construction Output: % change first-seven-months of 2019 vs same in 2018
- (% change derives from GBP million in real terms; seasonally adjusted. By sector: Commercial; Industrial; Public Works; Repair, 

Maintenance & Improvement; Private Housing; Infrastructure; and Public Housing) -
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Economics chapter 2
UK Finance: in August, new mortgage approvals (43,957) 

dipped sharply versus July i.e. minus 14.4%; however, they 
were 3.2% ahead year-on-year. Similarly, in the first eight 
months of  2019 (342,481), they were running 6.9% ahead of  
2018; a very good number

Bank of  England: mortgage approvals for August at 65,545 
were down just 2.2% on July (the best month since January 
2018) and by a touch (minus 0.9%) year-on-year. Note, too, 
that in the first eight months of  2019, mortgage approvals 
were up 1.1% (at 526,300) on the same period last year

Residential transactions rose by a very significant 15.8% in 
August to 99,890 versus July and by 0.9% year-on-year on a 
provisional-seasonally-adjusted basis. For the year-to-date, 
though, residential transactions are lower i.e. off  3.1% in first 
eight months of  2019 (at 767,730) versus same in 2018

Economics chapter 3: the NHBC
The National Housebuilding Council says the number of  new 

house registrations in August declined 10.3% to 12,295 units; and 
within this tally private registrations tumbled 19.5% to 8,420 with 
affordable/rental rising 19.2% to 3,875

Turning to the August Quarter, there was slightly better news with 
total registrations in the three months June-July-August of  this year 
dipping just 5.1% to 40,213 versus the same time in 2018 (albeit 
there was again a push/pull with private units off  8.4% to 27,795 
whilst affordable/rental rose 3.7% to 12,418)

Regionally, too, there was a glimmer, with total registrations in 
London in the August Quarter rising 5.1% annualised to 6,168

NHBC CEO Steve Wood said: “The slowdown in overall 
registrations in August seems to be partly due to prevailing 
uncertainties in this pre-Brexit period. Nonetheless, it is encouraging 
to see growth coming through in the affordable and rental sector”
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*where Building Value is an advisor

Economics chapter 4
Total UK Construction Output in the first seven months 

of  2019 through July rose 2% with positive contributions 
from four-out-of-seven sub-sectors (see earlier chart)

Herein, Public Housing soared 23% albeit from a low base. 
Remember, too, that this residential sub-sector is one-fifth the 
size of  Private Housebuilding which was also positive to the 
tune of  2.8%

Private Housing Output was also positive in the month i.e. 
+4.4% in July versus June and +1.9% year-on-year.

Experian* says that Private Housing Output is forecast to 
rise 2% this year, 2% in 2020 and 4% in 2021; at the same 
time, the much-smaller Public Sector is set for +0%, +5% and 
+8% over the same three years. See chart over

Output growth by Sector over three years 2019, 2020 & 2021F
- total real % change; sourced from Experian (assumes orderly Brexit) -
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House prices (Volume 1)
Nationwide: average house prices dipped “modestly” in 

September by 0.2% seasonally adjusted (August: 0.0%) to 
£215,352 - with London and the South East doing the 
damage. At the same time, the annualised shift was just +0.2% 
(August: +0.6%), which is the lowest since January

Rightmove: the price of  property coming to market fell by 
0.2% to £304,770 for the first time in the month of  
September since 2010. Nor was there any sign of  an autumn 
bounce yet. Similarly, the number of  sales agreed (minus 
5.5%) is down in all regions compared to a year ago. Turning 
to the annualised rate, the gain in September was just 0.2%

Reuters Housing Market Poll (including Building Value) 
says prices will rise 1.0% nationally this year, 1.8% next year 
and 2.7% in 2021. Included here, is a 2% drop in London in 
2019 before the Capital shows a flat outturn (i.e. 0%) next year 
and +2.0% in 2021

Book 1
Telford Homes’ last trading day was the final one of  Q3 i.e. 

Monday 30 September. It was founded in 2000 and floated a 
year later

Market value, on that day, was a touch over £267 million at 
349.5 pence per share (the agreed bid was at 350 pence in 
cash). But Telford was not the smallest Housebuilding Sector 
constituent i.e. both Inland Homes (£162 million on that day) 
and Springfield (£109 million) are smaller editions

Telford had established a very useful position in selling houses 
in East London. However, faced with a difficult market (not 
alone there), it re-wrote its strategy to focus on Build-to-Rent, 
which it knew how to do in any event

This would clearly take its toll on near-term earnings and, at 
the time of  the bid, ShareCast’s consensus number for the 
fiscal year to 31 May 2020 showed a 42% drop. But then, in a 
plot twist, along came the tall dark CBRE
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Book 2
Buying Telford is a tiny segue for CBRE which is capitalised at 

USD 16.6 billion; but it is not without imagination

Elsewhere, Kier is less reliant on imagination than on a 
palpably pragmatic (and newish) CEO in Andrew Davies. He is 
working on securing the Group’s future and part of  this 
process is selling Kier Living which should be done around 
Christmas

Also in draft, Bovis and Galliford Try (see earlier) have agreed 
a £1.1 billion publishing deal in which the former buys the 
latter’s residential business on a lean 6.6x historic EBIT. As the 
Warren Buffett once said: “We simply attempt to be fearful 
when others are greedy and to be greedy only when others are 
fearful”

And FoMo is endemic right now, too, given that Halloween is 
around the corner and there is no story-board on Brexit

Book 3
Pro tem, the Housebuilding Sector is hanging in there and 

although its macro metrics are not banner, they could be much, 
much worse

For example, UK Finance (two-thirds of  the market) says 
mortgage approvals are 6.9% up annualised in the year to 
August; and residential transactions are off  just 3.1% over the 
first eight months of  2019

Private Housing Output in August also rose 4.4%

And, Experian forecasts that, assuming an orderly Brexit, 
there is £3 billion (in real terms) more work in the Private 
Housing Sector over the next three years through 2021 plus 
almost £1 billion in the Public Sector residential
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Book 4
Finally, the stock market value of  the UK Housebuilding 

Sector rose 10% in Q3 and it is up by more than a fifth year-to-
date

The British Pound/Euro exchange rate is a proxy for an 
orderly Brexit and ‘The Moving Finger’ for housebuilders’ 
share prices (second only to the Banks in this propensity)

The Pound has risen for six straight weeks but fell in Weeks 
39 and 40

But it’s not done yet

“The Moving Finger writes; and, having writ,
moves on: nor all thy piety nor wit

shall lure it back to cancel half  a line,
nor all thy tears wash out a word of  it”

- Rubáiyát of  Omar Khayyám - translated by Edward FitzGerald
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Legend
Name Ticker Value (£m)     Price (p)   52 week low (p)  52 week high (p)

Abbey ABBY 294 1,400.00 1,300.00 1,540.00

Barratt Developments BDEV 6,598 648.00 430.00 670.20

Bellway BWY 4,121 3,346.00 2,407.00 3,352.00

Berkeley Group BKG 5,261 4,179.00 3,170.00 4,270.00

Bovis BVS 1,502 1,114.00 818.60 1,183.00

Cairn Homes CRN 872 111.00 95.00 150.00

Countryside CSP 1,512 336.00 265.60 349.00

Crest Nicholson CRST 974 379.00 275.00 410.80

Gleeson GLE 441 808.00 600.00 900.00

Glenveagh GLV 645 74.00 59.00 101.00

Inland Homes INL 162 79.00 47.30 79.50

McCarthy & Stone MCS 780 145.10 121.40 150.80

Persimmon PSN 6,912 2,170.00 1,802.50 2,490.00

Redrow RDW 2,177 618.00 455.32 643.82

Springfield Properties SPR 109 113.50 97.50 125.00

Taylor Wimpey TW 5,297 161.50 119.72 180.51

Telford Homes TEF 267 349.50 260.00 420.50

Wakin Jones Group WJG 575 225.00 188.40 238.50

Itallics denotes Euros

(i) CPI = Consumer Price Index; ROCE = Return on Capital Employed
(ii) REIS / REIT = Real Estate Investment & Services / R E Investment Trusts;
(iii) Share prices are at 30/09/2019 and sourced from Bloomberg and Yahoo Financial UK;
(iv) Adjustments have been made to share prices, where appropriate;
(v) Selected stocks are excluded from charts and Sector averages; and
(vi) Other adjustments have been made to reported numbers and metrics.

Disclaimer

Copyright 2019 Building Value Ltd (BVL). The information herein was 
obtained from various sources; we do not guarantee its accuracy or completeness. 
Neither the information nor any opinion expressed constitutes an offer, or an 
invitation to make an offer, to buy or sell any securities or related products. 

Similarly, neither BVL nor any of  its directors, agents or employees makes (or 
is authorised to make) any representation or warranty (express or implied) or 
shall have any responsibility or liability in respect of  any of  the information 

contained herein. You must make your own independent assessment and rely on 
your own judgment in reaching any conclusion.
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the independent strategic advisor to the building,
construction, real estate & support services sectors

Contact: Tony Williams

Telephone: +44 (0) 7810 883 145

awilliams@buildingvalueltd.com

www.buildingvalueltd.com
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