
UK Housebuilding Sector

Q3 2020: ‘Deceptive Bends’ 



Deceptive Bends
It may feel like the UK economy and UK Housebuilders are 

motoring with 10 cubic centimetres engines right now. But in 
another life, 10cc was a very successful rock and roll band with 
hit after hit

In 1977, it released its fifth studio album ‘Deceptive Bends’ 
which was a Top Five hit in the UK and around the World

The title was taken from a road sign on the southbound A24 
between Leatherhead and Dorking in Surrey

Band member Graham Gouldman passed the sign on a 
regular basis. “It struck me to be quite a subtle word the 
Department of  Transport was using”

Hipgnosis, who designed the ‘Dark Side of  the Moon’ album 
cover, were famed for their lateral thinking; hence the deep sea-
diver and damsel in distress; or perhaps a drowned one



DB2
The UK economy is a damsel in distress but it is not dead.

Yes, there are deceptive bends ahead and we all risk 
decompression sickness (DCS) aka ‘The Bends’ i.e. a condition 
arising from dissolved gases coming out of  solution into 
bubbles inside the body on depressurisation during ascent

The severity of  symptoms varies from barely noticeable to 
rapidly fatal. The risk of  DCS, however, can be managed 
through proper procedures and hyperbaric oxygen therapy. 
And if  treated early, there is a significantly higher chance of  
successful recovery….

Just as The Bends is relatively uncommon now, so, too, will 
COVID-19 be. But right now we need lateral thinking and the 
odd deep-sea diver



Housebuilding Sector stock market value (£bn) - daily - in 2020 (to 30 Sept.)
- high in purple: 19 February; low in yellow: 03 April -
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Euro to GBP - daily - 2020 (to 30 September)
- high in purple: 14 February; low in yellow: 18 March -
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Q3 2020
The value of  the Sector was off-key 3.7% or £1.25 billion in 

Q3, which followed +21% and £12.3 billion in Q2

And, from 65 trading days, 30 were up in the charts and 35 
were down including: +5.7% on 2 September; and minus 6.5% 
on 21 September

In turn, from 13 weeks, five rose and eight fell and these 
included: Week 9’s tuneful +9.2% and Week 39’s minus 4.4%

Month by month: July lost 1.0%; August was at +4.1%; whilst 
September hit a bum note of  6.5%

Note, too, that the Sector generally tracks the Euro (which is a 
Brexit mood barometer)
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Q3 2020: share prices 
 In the first quarter of  2020, the share prices of  UK 

Housebuilders declined by an average 4.6% actual and 3.3% 
weighted by market capitalisation

 Best in music class was the inexorable Persimmon with 
+8.8% whilst worst was Taylor Wimpey with a tub-thumping 
minus 24% 

 In fact only four other stocks rose in Q3: Abbey (+3.3%; 
Berkeley (+1.5%); Countryside (+1.5%); and Glenveagh 
(+4.2%)

 In 2020, to date, average share prices are off  34% actual and 
27% weighted; and only Abbey is positive at +9.9%

 Year-on-year, share prices are off  23% actual and 13% 
weighted with only Abbey (+11%), Berkeley (+1%) and 
Persimmon (+14%) in the blues zone



Trough and Peak
The Sector’s trough was 7 July 2008 (£3.1 billion) and the rise 

to February’s lofty scale was more than 1,600% to £53.5 billion

At the end of  Q3, too, the Sector was worth £32.5 billion i.e. 
39% off  the peak; and 28% down in 2020 so far

However, the Sector is 29% above where it was in the 
immediate aftermath of  the Brexit referendum in June 2016 
(see chart)

Over the past 40 quarters, too, the Sector has risen tunefully in 
27 and fallen short in 13 i.e. since Q4 2010



UK Housebuilding Sector - stock market value (£bn):
quarterly from Q2 2008 to Q3 2020

- 7 July 2008 (low) and 19 February 2020 (high); Brexit vote in (pink) -
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It’s all relative
In Q3, the average dip in Housebuilder share prices was 3.3% 

weighted which made it slightly better than the FTSE 100 
(minus 4.9%) but behind the FTSE 250 at +1.2%

In fact the FTSE 250’s positive is the only one in the relative 
performance chart (see over); the latter does not sing

In 2020, to date, Housebuilders’ share prices have lost 27% 
on average whilst both the  FTSE 100 and 250 have shed 22%

Versus a year ago, the Housebuilders did better, relatively, 
with minus 13% compared with the FTSE 100 (minus 21%) 
and the FTSE 250 (minus 19%)

In turn, the Construction Sector has out-performed the two 
Real Estate Sectors



Relative % change in value in: Q3; 2020 so far (YTD); & vs last year (YoY)
- priced at 30 September 2020; housebuilders’ performance is weighted -
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52-Weeks/ FTSE 100/ Structure
At 30 September 2020, Housebuilders’ share prices were, on 

average, 41% up from their 52 week lows or 55% weighted 
(and versus all-time lows these digits were 1,700% and 55%) 

At the same time, share prices were also 38% (41% weighted) 
off  their 52 week highs (see over)

‘The Four Tops’ housebuilders also continue in the FTSE 100 
and numbered as follows: T. Wimpey (93 and perhaps in the 
musical relegation zone); Barratt (82); Berkeley (78); and 
Persimmon (53)

These four FTSE 100 constituents account for 68% of  the 
Sector’s value; whilst at the other end, six companies (from 17) 
are worth less than £500 million each and make up just 6% of  
Sector value 
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Price-to-Book/TSR
The Housebuilders’ latest average Price-to-Book valuation 

was 1.21 on 30 September and 1.52 weighted

This includes three companies north of  2.0

A year ago, these core ratios were 1.58 and 1.79

Total Shareholder Return (TSR) for the Sector for the 12 
months to 30 September 2020 was minus 21.6% actual and 
minus 10.4% weighted by market capitalisation

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

In calendar 2019, the Sector’s TSR was a staggering 45.0% 
actual and 55.5% weighted. What a song
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Total Shareholder Return (%) in 12 months to 30 Sept. 2020
- average is minus 21.6% and weighted minus 10.4%; source: Bloomberg -
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Results in Q3 2020
In Q3 there were five sets of  final results and four interims 

plus voluminous trading-related updates from 17 companies

Average individual PBT for the Q3 reportees dropped 56% 
together with average individual EBIT margins off  more than 
a thousand basis points from 17.5% to 6.7% - on revenue off  
by a third to £7.86 billion

EPS decreased 84%, on average, whilst dividends collapsed as 
companies passed on ordinary payouts (see over) due to 
COVID-19 i.e. the average dividend decline was 87%

Average individual ROCE dropped 1,400 basis points from 
18.4% to 4.3%; with Capital Turn reducing from 1.07x to 
0.59x. See later comment on net debt too

Orders, however, were flying with an average rise of  32% 
from a sample of  six including Gleeson’s treble clef  of  +66% 
to Taylor Wimpey’s +20%



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
10-Jul Abbey (Euro) Full Year 30-Apr 53 33 -38 22.9 17.9 -21               na -45 10.1 11.4

Abbey (GBP) 46 29

02-Sep Barratt Full Year 30-Jun 920 506 -45 19.0 14.8 -28 22 -100 1.6        na

14-Sep Gleeson Full Year 30-Jun 41 6 -86 16.4 4.0 -41 66 -100 1.8        na

15-Jul McCarthy* Half Year 30-Apr 19 -27               na 7.6 -24.5 -64               na -100 1.5        na

18-Aug Persimmon* Half Year 30-Jun 514 294 -43 29.1 24.6 -32 21 -83 0.6 1.9

16-Sep Redrow Full Year 30-Jun 406 140 -66 19.5 13.7 -37 39 -100 3.0        na

29-Jul Taylor W* Half Year 02-Jul 300 -30 -110 18.0 -1.9 -56 20 -100 1.9        na

08-Sep Vistry* Half Year 30-Jun 72 10 -86 16.0 3.5 28               na -100 2.0        na

29-Sep Springfield Full Year 30-May 15 10 -34 9.2 8.4 -24 24 -55 3.2 4.2

TOTAL (£m) 2333 938
Individual average change (%) -56 -31 32 -87 1.9 0.8
Sector average change (%) -60 -33
Individual average margin (%) 17.5 6.7
Sector average margin (%) 19.9 12.9

EXTRA: Euros
08-Sep Glenveagh Half Year 30-Jun -4 -7           -           -           - -19 13           -           -           -
10-Sep Cairn Homes Half Year 30-Jun 22 1 -94 14.2 7.1 -48 -47           - 0.9           -

Notes:
(i) Abbey's dps cover is excluded from the average
(ii) relatively newly floated Cairn (2015) and Glenveagh (2017) are shown separately as they evolve
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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)
10-Jul Abbey (Euro) Full Year 30-Apr 367 379 99 73 -27 -19 14.4 8.6 0.48

Abbey (GBP) 315 329 85 63

02-Sep Barratt Full Year 30-Jun 3,961 3,933 758 302 -19 -8 20.8 11.9 0.80

14-Sep Gleeson Full Year 30-Jun 204 213 30 17 -15 -8 20.1 2.2 0.54

15-Jul McCarthy* Half Year 30-Apr 681 691 -57 -54 8 8 1.6 -20.1 0.23

18-Aug Persimmon* Half Year 30-Jun 2,838 3,451 833 829 -29 -24 38.5 18.0 0.73

16-Sep Redrow Full Year 30-Jun 1,585 1,626 124 -126 -8 8 24.6 10.1 0.74

29-Jul Taylor W* Half Year 02-Jul 3,008 3,755 392 497 -13 -13 19.3 -0.7 0.38

08-Sep Vistry* Half Year 30-Jun 1,074 1,419 102 -357 -10 25 14.1 1.6 0.61

29-Sep Springfield Full Year 30-May 89 96 -30 -69 33 72 12.6 6.9 0.83

TOTAL (GBP) 13754 15512 2268 1171
Individual average change (%) 11
Sector average change (%) 13
Individual average ROCE (%) / Turn (x) adjusted 18.4 4.3 0.59
Sector average ROCE (%) / Turn (x) adjusted 16.0 5.9 0.46
Individual average gearing (%) -9 4
Sector average gearing (%) -16 -8

EXTRA: Euro (m)
08-Sep Glenveagh Half Year 30-Jun 840 843 -41 -45 -5 -5           -           - 0.08
10-Sep Cairn Homes Half Year 30-Jun 775 740 -95 -187 -12 -25 5.4 1.1 0.15

Notes:
(i) 'Cap. Turn' is Capital Turn i.e. revenue-divided-by-capital-employed
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Borrowings etc.
Company Net Land Calls on

Debt Creditors Shareholders
(£m)** etc.*** in 2020

Abbey" 73
Barratt" 302 -792
Bellway 1 -345
Berkeley 1,139
Cairn Homes" -187
Countryside 18 -207 250
Crest Nicholson -93 -224
Gleeson" 17 16
Glenveagh" -45
Inland -116 9
McCarthy & Stone" -54
Persimmon" 829 -374
Redrow" -126 -302
Springfield" -42
Taylor Wimpey" 497 -631 510
Vistry" -357 -376
Watkin Jones 38

------------ ------------ ------------
Total 1,894 -3,251 785
Total (ex-Berkeley) 755
Sector NAV 24,012

"Results in Q3
** Net debt/ Net Cash  is either from Trading Updates or last Balance Sheet
*** Land Creditors where known



Borrowings etc.
Despite, lockdown trauma, the Sector still holds substantial 

net cash with the total at £1.9 billion, albeit without Berkeley 
and Persimmon, net debt would be £74 million

Only Vistry has a sizeable net debt tally at £357 million (post-
the merger between Bovis and Galliford’s units)

However, the Sector’s land creditors total £3.25 billion across 
eight companies in a Band from £320 million (Redrow) and 
£792 million (Barratt); but not all fall due in Year 1

Some £785 million has also been raised from shareholders 
(with Taylor Wimpey at £510 million); and there will be more 
i.e. in the Global Financial Crisis (GFC), £1.7 billion was 
called for in 2008-10

Exceptional charges are also creeping in. “Encore”



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

In 2019, EPS growth dipped 1%, on average, thereby 
generating an historic PER of  7.2x at today’s share prices (this 
compares with the UK equity market on 19.1 to 20.6x) 

The implied consensus for EPS growth in 2020 is minus 66% 
which pushes the average PER to 21.2x

In 2021, EPS could double which takes the PER back down 
to 10.3x

In 2023, with a sample of  just six companies (Abbey, Barratt, 
Berkeley, Gleeson, Redrow and Springfield) EPS could rise by 
a further 18%, thereby reducing the PER to 8.9x
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Dividend Yield
Consensus dividend per share (DPS) forecasts come with the 

same health warning as for earnings i.e. there is no sheet music

For the record, though, the historic yield for 2019 at 30 
September prices, is 7.3% (and this compares with a UK 
equity market on 4.4% playing on the same basis) 

In 2020, this drops to a marginal 1.5% and could be more 
marginal as companies both pass pay-outs

Meantime, in 2021, the forecast yield is 3.8% as DPS 
payments recover; with 4.2% pencilled in for 2022 from our 
sample of  six companies (see PER slide)
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Economics 1
GDP in the UK grew by a provisional 6.6% in July (June: 

8.7%; May: 2.4%). It was also 19% above the April low, albeit 
still 12% lower than the pre-pandemic levels seen in February

Similarly, in the July Quarter (May-June-July) GDP was off  
7.6% and ONS said “while it has continued steadily on the 
path towards recovery, the UK economy still has to make up 
nearly half  of  the GDP lost since the start of  the pandemic” 

Capital Economics added: “July was probably the last of  the 
big step ups in activity and a full recovery probably won’t be 
achieved until early 2022, which is why we think the Bank of  
England will yet expand QE by a further £250 billion in total”

Q2 has also been revised from minus 20.4% to minus 19.8% 
but this is still the largest quarterly contraction since records 
began in 1955



Economics 2

Unemployment in the July Quarter was 4.1% ( or 1.4 million 
souls) which was 0.2 percentage points higher than in the 
April Quarter and 0.3% higher than a year ago

Vacancies actually rose 30% in the three months to August 
to 434,000 when compared with the record low in calendar Q2

Redundancies rose in July by the most since 2009 to 
156,000 in the July quarter, up 58,000 from the same period a 
year ago and 48,000 quarter-on-quarter. However, the level 
remains well below that seen during the 2008 downturn

Average earnings: in the July quarter, annualised total pay 
growth was minus 1.0% with regular pay at +0.2% (the latter 
is ex-bonuses which fell 21.4% in nominal terms). At the same 
time, total pay net of  inflation was minus 1.8% in the July 
Quarter with regular pay at minus 0.7%



Economics 3
Inflation: CPI fell from 1.0% in July to 0.2% in August 

(August 2019: 1.7%) which was was “one of  the largest falls in 
recent years”; and air fares fell for first time on record

Retail Sales in August, by volume, rose 0.8% versus July and 
2.8% annualised. Ex-automotive fuel, too, the annualised gains 
in the volume of  retail sales was +4.4%

Mortgage approvals: the Bank of  England’s August tally 
was a 13-year high of  84,700 which was also up 28% month-
on-month and 29% ahead year-on-year. That said, in the first 
eight months of  2020, mortgage approvals at 418,000 are 20% 
lower than the same period in 2019

Residential Transactions: HMRC said August in the UK 
saw 81,280 residential transaction which was 16.3% lower than 
August 2019 but 15.6% higher than July 2020



Nationwide house prices
Nationwide: on an annualised basis UK house prices rose 

5.0% in September (August: 3.7%) to £226,129; and this is the 
highest rate since September 2016. Note, too, that in calendar 
Q3, prices rose 1.7% compared with minus 0.5% in the three 
months to August

Housing market activity has recovered strongly in recent 
months which reflects pent-up demand, the Stamp Duty 
Vacation and behavioural shifts. However, most forecasters 
expect labour market conditions to weaken significantly

For the first time, too, since 2017, house price growth in 
southern England exceeded that in the North. Note, too, 
annual house price growth in London was 4.4% in Q3, with 
the average hitting a new record high of  £480,857. Prices in 
swinging London are now 57% above 2007’s levels - compared 
to 21% for UK



Construction Output
Construction Output in July rose 17.6% (June: 23.5%) with 

both Public Housebuilding (+42%) and Private Housebuilding 
(+30%) soaring

Next best was RMI (Repair, Maintenance & Improvement) 
with +17.6% (and especially Housing RMI), followed by 
Commercial building (+14.8%), Infrastructure (+10.2%), 
Public Building (+5.2%) and Industrial (+2.3%)

Of  course, year-on-year, July was still off  12.8% with 
Industrial (minus 29.2%) and Private Housebuilding (minus 
23%) particularly hard hit

Finally, taking the first seven months of  2020 versus the same 
last year, total output is at minus 18.5% with, again, 
housebuilding (both Public and Private) and Industrial being 
the hardest hit



Total Construction Output monthly in 2020:
% changes month-on-month in green and annualised in blue
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Private Housebuilding Output monthly in 2020:
% changes month-on-month in green and annualised in blue
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Experian forecasts
Experian (where Building Value is an advisor) is in the 

process of  updating its June numbers for the UK

On the macro picture, GDP in 2020 looks set to decline by 
around 12% before rising circa 10% in 2021 followed by 4.1% 
in 2022.

For construction output, the fall looks like being minus 20% 
this year before rising 12% in 2021 followed by +9% in 2022

Note, too, that, in value terms, the industry will, in 2022, still 
be operating at levels below those of  2019 in real terms; and, 
by sector, only Infrastructure will be larger
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‘The things we do for love’
The title above, is track-two-side-one on ‘Deceptive Bends’: 

“like walking in the rain and the snow, when there’s nowhere to 
go and you’re feeling like a part of  you is dying”

And, it is easy to feel like this in both the real and 
metaphorical Autumn of  2020. But there’s a happy ending in 
the song: “then she says she wants to make up”

And there will be a happy ending to COVID-19; it just doesn’t 
feel like it now

Okay, what we thought was a ‘V-shaped recovery’ has 
slackened to the extent that it may now be a ‘lazy V’

GDP will collapse by, say 12% this year; and then rise 10% 
next (previously these numbers were minus 15% and +15%)



TWDL 2
Similarly, Private Housebuilding Output will tank 28% in 2020 

before rising 20% in 2021 (previously 35% & 25% respectively)

Consensus earnings growth for the 17 Housebuilders also 
points to a precipitous drop in EPS of  circa 66% this year (in 
Q2 this estimate was minus 40%) before potentially doubling 
in 2021 (previously +60%). Remember, too, it is the direction 
of  travel rather than the exact quantum which is important

For the irrational optimists, too, a small consensus sample in 
2020 points to prospective EPS growth of  18%; and, 
empirically, it is proven that we need ‘irrational optimists’

Yes, the housing market has a head of  steam up right now and 
Rightmove said, in September, that total buying and selling was 
running 40% up year-on-year



TWDL 3
Similarly, in September, Nationwide recorded the best house 

price growth since 2016 at +5%

Mortgage approvals are also burgeoning with August up 28% 
or 29% month-on-month and annualised; albeit off  a fifth 
cumulatively in the year to date

At the same time, unemployment is an accident waiting to 
happen i.e. whilst the number out-of-work right now is 1.4 
million, the Bank of  England is talking 2.5 million by year-end

Empirically, unemployment has been a reliable arbiter of  
housing demand; although as the late, great Sir Lawrie Barratt 
used to say: “if  unemployment is 10%, I’m selling to the 90%”

Yes, the housing market will slow; and the Stamp Duty 
Vacation is a one-off  (vacation is always singular)



TWDL 4
At the same time, Hamptons is forecasting zero percent house 

price inflation next year (we would take that)

Nonetheless, there is huge actual and potential demand for 
new housing; with the late Summer/Autumn 2020 surge is a 
palpable truth. Many white collar workers and a number of  
manual crafts, have also had good levels of  pandemic income

This is no ordinary health crisis. Nor is it a normal economic 
downturn or GFC 2 i.e. it is a self-induced economic freeze; 
and when it ends, which it will, it will end quickly

Deep sea divers age prematurely; and there’s a bit of  that 
going on right now for all of  us. But the guy on our cover has 
not given up on his damsel in distress; and nor should we



“Hope is the thing with feathers that perches in the soul
- and sings the tunes without the words - and never stops at all”

- Emily Dickinson



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

Abbey ABBY 294 15.50 1250.00 1670.00

Barratt Developments BDEV 4,845 475.80 349.40 889.00

Bellway BWY 2,900 2351.00 1735.50 4336.00

Berkeley Group BKG 5,301 4228.00 3041.00 5562.00

Cairn Homes CRN 530 77.80 60.00 136.00

Countryside CSP 1,763 336.00 248.80 543.50

Crest Nicholson CRST 507 197.50 160.00 543.50

Gleeson GLE 350 600.00 512.00 1010.00

Glenveagh GLV 552 69.80 43.00 93.00

Inland Homes INL 113 50.00 32.00 94.00

McCarthy & Stone MCS 375 69.80 36.54 160.20

Persimmon PSN 7,888 2473.00 1367.50 3328.00

Redrow RDW 1,422 403.80 293.00 850.00

Springfield Properties SPR 94 96.00 62.50 167.50

Taylor Wimpey TW 3,952 108.45 98.12 237.60

Vistry (aka  Bovis) VTY 1,263 568.50 503.50 1491.00

Wakin Jones Group WJG 362 141.20 119.00 289.50

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 30/09/2020 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.



Disclaimer
Building Value Ltd (“BVL”) has not made any independent investigation, verification or audit of  
any of  the information contained in This Document (“this document”). The information herein was 
obtained from various sources and BVL does 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 Building Value nor any of  its respective 

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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