
UK Housebuilding Sector

Q2 2020: The King is dead



The King is dead
“The King is dead, long live the King” is the traditional (but 

seemingly contradictory) proclamation. It simultaneously 
announces the death of  the incumbent monarch whilst 
assuring continuity by saluting the new one

In UK Housebuilding we are not so fortunate

Tony Pidgely CBE (probably should have been ‘Sir’), who died 
on 26 June aged 72, was the industry’s unofficial imperator

He was also a veritable soothsayer who knew when the market 
was going up - and when it was going down; or perhaps the 
market listened to him

Tony was once asked: “If  heaven exits what would you like to 
hear God say when you arrive at the Pearly Gates? “I’ll do what 
you say Tony” 



Interregnum
We go on, of  course; we go on because we must. He would

And, yes, 2020 started brightly with the UK Housebuilding 
Sector tracking to a new all-time high (of  £53.5 billion) in 
terms of  stock market valuation on 19 February before halving 
in the next six weeks and bottoming on 3 April

COVID-19 is alive and well

However, in Q2, the Sector rose in value by a fifth to reach 
£33.8 billion

It is also less than 4% lower than a year ago (okay, this is still 
37% below its peak)

Remember, though, this economic collapse was artificially 
created by a self-induced economic freeze, not an asset bubble 
or fundamental economic factor; and like condensation, it is 
transitory 



20

25

30

35

40

45

50

55

Housebuilding Sector stock market value - daily - in H1 2020 (£bn)
- high in yellow: 19 February; low in red: 03 April -



1.00

1.02

1.04

1.06

1.08

1.10

1.12

1.14

1.16

1.18

1.20

1.22

Euro to GBP - daily - in H1 2020 
- high in purple: 14 February; low in red: 18 March -



Q2 2020
The value of  the Sector rose 20% in Q2 bolstered by a 

particularly strong April. It also included, on 6 April, the best 
ever percentage gain in a day i.e. a royal 13.5%

From 61 trading days, too, 32 were up and 29 were down

In turn, from 13 complete weeks, eight rose and five fell

Month by month, April added 21%; May dipped 3% whilst 
June added almost 1%. However, without Taylor Wimpey’s 
imperial £515 million share placing, the Sector would have 
dipped by almost 1%

Note, too, that the Sector generally tracks the Euro (which is a 
Brexit mood barometer) although in recent weeks, the Sector 
has been, ceremonially, stronger
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Q2 2020: share prices 
 In the first quarter of  2020, the share prices of  UK 

Housebuilders rose by an average 17.5% actual and, very 
similarly, 17.7% weighted by market capitalisation

 The most majestic was dual-listed (Dublin and London) 
Glenveagh with +37% with court support from its bedfellow 
Cairn (+32%)

 A number of  other subjects rose by more than 20%, whilst 
Watkin Jones was the sole stock out-of-stately-favour with a 
2% dip

 In 2020, to date, average share prices are off  30% actual and 
26% weighted; and only royal subject Abbey rose (+6%)

 Year-on-year, share prices are off  13% actual and 3% 
weighted



By appointment focus & perspective
The Sector’s trough was 7 July 2008 and the rise to February’s 

lofty peak was more than 1,600% or a magnificent £50 billion

At the end of  Q2, too, the gain is£31 billion over the piece

 The Sector is 34% above where it was in the immediate 
aftermath of  the Brexit referendum in June 2016 (see chart)

Over the past 38 quarters, too, the Sector has risen augustly in 
26 and fallen commonly short in 12 i.e. since Q1 2011
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Relative sovereign wealth in Q2
In Q2, the average rise in Housebuilder share prices (+18%) 

was second only to the Construction Sector (+22%) which has 
bounced palpably

All court comparators were positive, too, with the FTSE 100 
rising 9% in Q2

In 2020, to date, all rulings are negative with the 
Housebuilders at minus 26% and the real estate sector, as 
represented by REIS and REIT, behaving similarly. Meantime, 
the FTSE 100 was at minus 19% in 2020 YTD

Versus a year ago, the Housebuilders (minus less-than-4%) 
are, again, second only to Construction (+5%) with the FTSE 
100 at minus 16%
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Peak value / FTSE 100/ Structure
At 30 June 2020, Housebuilders’ share prices were, on average, 

some 1,350% above the lows of  2008; and 43% up on more 
recent 52 week lows (weighted, these baronial numbers are 
almost 2,000% and 47% respectively)

The Housebuilders were also 35% below their 2007 peaks 
(41% weighted) on 30 June; plus they are also 38% off  52 week 
highs both on actual and weighted basis

‘The Big Four’ housebuilders also continue in the FTSE 100 
and numbered as follows: Barratt (80); T. Wimpey (76); 
Berkeley (75); and Persimmon (55)

The FTSE-100-four account for 67% of  the Sector’s reigning 
value; and there are now six companies (from 17) worth less 
than £500 million which accounted for just 5% of  the value 
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Price-to-Book/TSR
The Housebuilders’ latest average Price-to-Book valuation 

was 1.57 on 30 June and 1.29 weighted

This includes three companies north of  2.0

A year ago, these core ratios were 1.46 and 1.62

Total Shareholder Return (TSR) for the Sector for the 12 
months to 30 June 2020 was minus 11.8% actual and minus 
1.1% weighted by market capitalisation

Berkeley, Persimmon, Abbey and Countryside were in 
positive territory; whilst McCarthy was nuding minus 50%

In calendar 2019, the Sector’s TSR was a staggering 45.0% 
actual and 55.5% weighted
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Total Shareholder Return (%) in 12 months to 30 June 2020
- average is minus 11.8% and weighted minus 1.1%; source: Bloomberg -
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Results in Q2 2020
In Q2 there were four sets of  interim results and one final 

plus more than 40 other trading-related updates from 17 
companies

Average individual pretax profit for the Q2 reportees 
dropped 40% together with average individual EBIT margins 
off  790 basis points from 17.9% to 10.0% - on revenue 31% 
reduced to £2.94 billion

EPS decreased 39% on average whilst dividends collapsed as 
companies passed on ordinary payouts (see over) due to 
COVID-19 i.e. the average decline was 72%

Orders were a mixed bag with a sample of  three ranging from 
an extrordinary +45% (Countryside) to minus 10% (Crest)

Average individual ROCE was off  890 basis points to 17.4% 
(versus 19.6% last time); with Capital Turn reduced from 
1.14x to 0.85x. See later comment on net debt



Q2 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

14-May Countryside Half Year 31-Mar 82 49 -40 15.9 10.4 -6 45 -100 2.5           -
21-May Watkin Jones Half Year 31-Mar 25 27 7 17.2 15.7 17           - -100 2.8           -
17-Jun Berkeley Full Year 30-Apr 775 504 -35 26.0 24.5 -35 2 11 1.9 1.2
24-Jun Crest N. Half Year 30-Apr 64 5 -93 14.1 4.6 -52 -10 -100 1.8           -
30-Jun Inland Homes Half Year 31-Mar 6 -7                   - 16.5 -5.2 17           -           -           -           -

TOTAL (£m) 946 577
Individual average change (%) -40 -12 12 -72 2.3           -

Sector average change (%) -39 -31
Individual average margin (%) 17.9 10.0
Sector average margin (%) 22.8 19.1

Notes:
(i) Profit before Tax (PBT) is adjusted where necessary; and excludes exceptionals
(ii) EBIT is earnings before interest
(iii) DPS is dividend per share; Berkeley's includes share buy-backs
(iv) Inland H1 2020 is compared with H2 calendar 2018
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Q2 Balance Sheets

Date Company Event Period Net Assets (£m) Net (Debt)/Cash (£m) Gearing Gearing ROCE ROCE Capital
ending Old New Old New Old % New % Old % New % Turn x

14-May Countryside Half Year 31-Mar 638 724 -40 -128 6 18 25.7 10.8 1.0
21-May Watkin Jones Half Year 31-Mar 148 169 18 38 -12 -22 31.2 30.2 1.9
17-Jun Berkeley Full Year 30-Apr 2,963 3,102 975 1139 -33 -37 23.3 13.5 0.5
24-Jun Crest N. Half Year 30-Apr 861 808 -68 -93 8 12 12.7 1.9 0.4
30-Jun Inland Homes Half Year 31-Mar 162 156 -152 -150 94 96 5.2 -2.9 0.4

TOTAL (GBP) 4771 4958 733 805
Individual average change (%) 5
Sector average change (%) 4
Individual average ROCE (%) + Turn (x) 19.6 10.7 0.85
Sector average ROCE (%) + Turn (x) 17.1 8.7
Individual average gearing (%) 13 13
Sector average gearing (%) -15 -16

Notes:
(i) ROCE is return on capital employed; and adjusted where required for half year
(ii) Adjustments included deducting Non-Current Assets and Intangibles
(iv) Inland balance sheet dates are 30 Sept. 2019 and 31 March 2020
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Borrowings etc.
Company Net Land

Debt Creditors
(£m)** etc.***

Abbey* 99
Barratt 430
Bellway -157
Berkeley* 1,139
Cairn Homes* -84
Countryside* -128 -218
Crest Nicholson* -93 -224
Gleeson 83 -23
Glenveagh -40
Inland* -150
McCarthy & Stone -55
Persimmon 600 -163
Redrow -124
Springfield* -56
Taylor Wimpey 0 -650
Vistry -476
Watkin Jones* 38
Total 1,026 -1,278
Total (ex-Berkeley + -713 -1,115
Persimmon)

Sector NAV 23,903

*Results announcement
** Net debt/ Net Cash  is either number in Trading Update or last Balance Sheet
*** Land Creditors and similar where known



Borrowings etc.
There is nothing like a slowing residential market to 

negatively impact a housebuilder’s debt; and balance sheets, 
currently, range from £1.1 billion of  net cash (Berkeley) to net 
debt of  £476 million (Vistry)

Sector net debt (ex-Berkeley & Persimmon’s £1.7 billion of  
net cash) is £713 million plus a net £1.1 billion is owed to land 
creditors etc. (and this tally is for just four companies)

Okay, £650 million of  land creditors is accounted for by 
Taylor Wimpey but you get the picture

Taylor Wimpey has also raised £515 million by way of  
placing, to join Gleeson and Inland. As with the Global 
Financial Crisis (GFC) - more will follow

Again like the GFC, write-offs will re-emerge. Crest has made 
one already and Redrow has one pending; more to come



Price Earning Ratio (PER)
Financial guidance from the housebuilders has been 

withdrawn in the wake of  COVID-19. That said, consensus 
earnings forecasts are shown overleaf  but they come with a 
health warning i.e. they are indicative at a point in time and 
could fall much further

In 2019, EPS growth dipped 0.7%, on average, thereby 
generating an historic PER of  7.5x at today’s share prices (this 
compares with the UK equity market on 14.4 to 14.7x) 

The consensus for EPS growth in 2020 is minus 40% which 
pushes the average PER to 16.4x

In 2022, EPS growth is forecast at +60% which takes the 
PER back down to 9.5x

In 2023, with a sample of  just three companies (Abbey, 
Berkeley and Springfield) EPS could rise by a further 6%, 
thereby reducing the PER to 9.3x
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Dividend Yield
Consensus dividend per share (DPS) forecasts come with the 

same health warning as for earnings

For the record, though, the historic yield for 2019 at 30 June 
prices, is 6.8% (and this compares with a UK equity market on 
4.5% on same basis) 

In 2021, this drops to 2.3% and could be more marginal as 
companies both pass or reduce pay-outs

Meantime, in 2022, the forecast yield is 4.6% as DPS 
payments recover
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Economics 1
GDP: it is now confirmed that Q1 of  this year (minus 2.2%) 

saw the largest contraction in more than four decades i.e. since 
Q1 1979. But with the data including just nine days of  the 
lockdown, Q2 is expected to be much, much worse and H1 
may have contracted by a fifth. On a brighter note, the EY 
ITEM Club believes Q3 could bounce by 10%

Unemployment in the three months to April was 3.9% (or 
2.23 million souls) i.e. 0.1 percentage points higher than a year 
earlier but flat on the previous quarter

Vacancies were at a record low of  476,000 vacancies in the 
three-month period March, April and May (365,000 fewer than 
a year earlier)

Average earnings in the three months to April rose 1.0% for 
total pay (incl. bonuses) and 1.7% for regular pay; whilst post-
inflation they were minus 0.4% (total) and +0.4% (regular)



Economics 2
Inflation: the CPI declined from 0.8% to 0.5% in May which 

is a four-year low i.e. since June 2016

Retail sales volumes partly rebounded in May 2020 with an 
increase of  12.0% when compared with the record falls 
experienced in April. However, they were still down by 13.1% 
on February before the impact of  the COVID-19 pandemic

Mortgages: Bank of  England data show mortgage approvals 
in May at just 9,273 i.e. off  42% versus April and 86% year-
on-year; and, in 2020 to date, the annualised deficit is 30%. On 
the same basis, May’s re-mortgages, at 30,368 were 11% lower, 
month-on-month; minus 37% annualised and off  14% YTD

Property Transactions: HMRC said that residential property 
transactions in May declined 50% to 48,450 year-on-year but 
increased 16% versus April. At the same time, non-residential 
transactions numbered 5,880 in May which was 42% lower
annualised but 14% to the good month-on-month



Nationwide house prices
Nationwide said that house prices in June dipped 1.4% (May 

minus 1.7%) to £216,403 - which meant that, for the first time 
since December 2012, annual price inflation is negative at 
minus 0.1%

Going forward, Government policies should set the stage for 
a rebound once the shock passes and help limit long-term 
damage to the economy. These should also help ensure that 
the impact on the housing market will ultimately be less than 
normal from an economic shock of  this magnitude

Straw in the wind: Q2 2020 vs Q2 2019 saw modest annual 
price growth across most regions with the North West of  
England rising 4.8% whilst Scotland was at +4.0%. Meantime, 
in London, the Q2 annualised gain was 2.1% (and average 
prices are now just 3% below the Q1 2017 all-time high). Only 
the North of  England registered zero growth



Reuters report on house prices
Reuters and its poll of  21 analysts (including Building Value) 

points to a 5% fall in UK house prices this year followed by a 
gradual recovery of  +1.5% in 2021 and +3.5% in 2022

But in a worst-case scenario, prices will fall 11.0% this year

Meantime in London, it is expected that prices will also fall 
5.0% this year and then rise 2% next and 4.3% in 2022. The 
poll was carried out between 9 and 22 June

Note, too, that high unemployment will be the biggest hurdle 
faced by the UK housing market over the coming year

Further clouding the near-term outlook, is the UK’s transition 
period after leaving the EU at the end of  December; and, so 
far, there has been scant sign of  agreement about the future 
relationship between the two sides, says Reuters
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Construction Output
UK Construction Output in the 10-months to January 2020, 

dipped just once i.e. October 2019

However, in February, March and April, it declined - year on 
year - by 2.8%, 7.1% and now 44%; yes, 44%

On the same basis, Private Housing Output fell by 64% in 
April (see later chart) with Public Housing off  66%

 Elsewhere, Commercial and Industrial lost an annualised 
45% and 40% respectively in April, whilst Public Building and 
Infrastructure reduced by 19% and 21%

 And, finally, RMI or repair, maintenance and improvement 
lost 43% in April versus a year ago



Experian forecasts 1
Experian (where Building Value is an advisor) has updated its 

April numbers

On the macro picture, this is sharply more pessimistic on 
GDP in 2020 which is now set at minus 15.4% (April: minus 
8.2%) but significantly more optimistic about 2021 when GDP 
is set to rose 14.9% (April 8.1%) and 2022 with +4.1% (April: 
2.5%)

For construction activity, there is little change to the outlook 
save for 2022 i.e. this year, UK construction output will fall 
24.4%, followed by +13.9% in 2021 and 2022 the forecast is 
+8.6% (April’s forecast here was +4.0%)

Note, too, that, in value terms, the industry will still be 
operating at levels below those of  2019 in real terms; and only 
Infrastructure is larger
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Experian forecasts 2
By Sector, the three set to be hardest hit in 2020 are Public 

Housing (minus 38%) Private Housing (minus 35%) and 
Commercial building (minus 30%)

Note, too, all three bounce in 2021 by 25%, 25% and 14% 
respectively

Public Building (minus 19% in 2020) and Industrial Building 
(minus 16%) - bolstered by warehouses - have shallower 
downturns before springing back in double digits in 2021

Infrastructure falls 14% this year before rising 7% and 15%, 
respectively, in 2021 and 2022

Finally, RMI moves similarly: minus 19.0%; +10.5%; and 
5.9% in 2020, 2021 and 2022 respectively



UK Construction Output:
real % change in value per annum 2015A to 2022F
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The King
I first met Tony Pidgley in 1984, when I was a cub analyst at 

Grieveson Grant (one of  the partners had bought a Berkeley 
home)

Berkeley was still private; and it floated later that year

I remember, too, being collected from Weybridge railway 
station in a Rolls Royce (he had style from the get-go)

Tony was irrepressibly friendly, as was his wont, and self  
deprecating to the extent that he said “we have a lot to learn”

Even then, though, no one was building houses like Berkeley



The King 2
The Company was named after Berkeley Square. “Who 

knows” he said “We might have an office there one day”

In a majestic life, this was one of  the few things that did not 
come true

Tony was larger than life and was blessed with a seer’s 
clairvoyance. But he never believed his own publicity or lost his 
natural enthusiasm

I remember, too, that he used to refer to Berkeley as “she” like 
a great ship or a beloved spouse

I was fortunate to know him for 36 years



Crownless; but regnant
We go on, of  course; we go on because we must. He 

would. And, it will be tough

This collapse, though, was artificially created by a self-
induced economic freeze, not an asset bubble or 
fundamental economic factor; and like condensation, it is 
transitory

GDP will collapse 15% this year; but then rise 15% next; 
and it is the direction of  travel which is important rather 
than the actual digit

Similarly, Private Housebuilding Output will tank 35% in 
2020 before rising 25% in 2021

Consensus earnings growth for the Housebuilders points 
to a 40% drop in EPS this year (and it will most likely be 
substantially more); before rising 60% next



Crownless but regnant 2
Yes, there will be pain and there will be asset write-downs

Crest Nicholson is the first out of  the traps, with the above, 
whilst Redrow’s is pending; and there will be more

Debt is becoming uncomfortable, too, and Taylor Wimpey 
(£515 million) dramatically called for new cash from 
shareholders, thereby joining Gleeson and Inland Homes; and 
there will be more

But remember, the Global Financial Crisis when the value of  
the UK Housebuilding Sector was less than £4 billion. It 
peaked in February of  this year at £53.5 billion

As Yogi Berra said “It’s deja vu all over again”



“I felt a great disturbance in the Force”
Obi-Wan Kenobi



Legend
Name Ticker Value (£m)     Price (p)   52 week low (p)  52 week high (p)

Abbey ABBY 285 1500.00 1250.00 1600.00

Barratt Developments BDEV 5,050 495.90 349.40 889.00

Bellway BWY 3,140 2546.00 1735.50 4336.00

Berkeley Group BKG 5,236 4165.00 3041.00 5562.00

Cairn Homes CRN 613 90.00 60.00 136.00

Countryside CSP 1,490 331.00 248.80 524.00

Crest Nicholson CRST 508 197.70 160.00 543.50

Gleeson GLE 382 658.00 512.00 1010.00

Glenveagh GLV 530 67.00 43.00 93.00

Inland Homes INL 113 50.00 32.00 94.00

McCarthy & Stone MCS 382 71.00 36.54 160.20

Persimmon PSN 7,291 2286.00 1357.50 3328.00

Redrow RDW 1,517 430.80 293.00 850.00

Springfield Properties SPR 97 99.00 62.50 167.50

Taylor Wimpey TW 5,197 142.60 101.00 237.60

Vistry (aka  Bovis) VTY 1,547 710.50 503.50 1491.00

Wakin Jones Group WJG 388 151.80 119.00 289.50

Itallics denotes Euro cents

(i) CPI = Consumer Price Index and ROCE = Return on Capital Employed;
(ii) REIS / REIT = Real Estate Investment & Services / R E Investment Trusts;
(iii) TSR is Total Shareholder Return; .
(iv) Share prices are at 30/06/2020 and sourced from Bloomberg;
(v) Adjustments have been made to share prices, where appropriate;
(vi) Selected stocks are excluded from charts and Sector averages; and
(vii) Other adjustments have been made to reported numbers and metrics.
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officers, directors, employees, affiliates agents or representative makes (or is authorised to make) any 
representation or warranty (expressed or implied) as to the accuracy or completeness of  this document or 
any of  its contents or shall have any responsibility or legal liability in respect of  any of  the information 

contained herein. In addition, any projections and estimates or other forward-looking statements 
contained in this document involve numerous and significant subjective assumptions and are subject to 
risks, contingencies and uncertainties (which are outside the control of  BVL and its affiliates) which 
could and likely will cause actual results to differ materially. Such assumptions and risk, contingencies 
and uncertainties relate to, among other matters, general business, economic and market conditions as 
well as national and international political, military and social conditions. Accordingly, no assurance 
and no representation or warranty can be made or is made to the accuracy or attainability of  such 

estimates and projections or other forward-looking statements. Building Value does not expect to, and 
assumes no obligation to update or otherwise revise this document or any information contained herein. 
Statements contained in this document describing documents are provided in summary form only and 
such summaries are qualified in their entirety by references to such documents. You must make your 

own independent assessment and rely on your own judgment in reaching any conclusion.
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