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Company news 
 

Inland Homes (INL, 19p, £44m mkt cap)  

Leading brownfield developer, housebuilders and partnership housing group, focused on South and South 

East. Update on borrowing facility, asset management and land sale activity. Further to the trading update on 

6 September, the group has received a waiver from its lender in respect of its RCF on the interest cover ratio 

covenant for the four quarters ending 30 June 2023. In addition, it has agreed an extension to this facility from 

March 2023 to October 2023. The revised facility for £27.0m will be used towards delivering the ongoing 

housebuilding schemes at Cressing, Essex and Meridian Waterside, Southampton. Construction at each site is 

expected to complete during H2 (Sep) 2023. The group has received on behalf of the third-party project 

investors a resolution to grant planning permission for 233 homes and 2,700 sq ft of commercial space at 

Gallions Close, Barking. It has completed the sale on behalf of the project investor to London BTR Investment 

Holdings of the remaining 73 plots at the former Homebase store in Walthamstow. The Group has completed 

two land sales, totally £9m to major housebuilders. The first site, which has planning permission for 28 homes, 

was managed by the group via a promotion agreement and was sold to Taylor Wimpey. The second site, with 

planning permission on this site for 50 homes, was controlled by way of an option agreement and 

subsequently sold to the Vistry Group. In the trading update, the group stated that it had reached agreement 

in principle on a land sale which, if completed by 30 September 2022, would generate a profit of 
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approximately £25m. As the strategic review has progressed, the Board has concluded that this sale of one of 

the Group's major sites would not be in the best interests of shareholders, as there are opportunities to add 

further value through planning enhancement. Outlook: “There continues to be strong demand for our high-

quality land assets and planning expertise in a market where supply of consented sites and delivery of new 

homes continues to lag far behind supply. These recent land sales, together with the progress made on various 

projects within our asset management division, demonstrate how the group is optimising demand”. 

    

UK Commercial Property REIT  (UKCM, 56p, £742m) 

Real estate investment trust holding commercial properties including industrial, office and retail. HY (Jun) 

results. NAV total return, 12.3% (H1 21, 6.0%), primarily driven by valuation increases and the portfolio 

weighting to the industrial sector; EPRA EPS +36%, 1.58p; H1 divs +13%, 1.55p; portfolio value, £1.7bn, 11.2% 

total return; gearing 13.7% (13.5%). Occupancy, 98.5%; rent +19%. ESG: 2040 net zero carbon target for all 

emissions. Outlook: “The Government’s huge fiscal stimulus was always going to cause interest rates to rise 

further, but the large market moves since the government's economic agenda was announced suggest even 

higher rates will be necessary. We are sceptical on what is currently priced by markets, but a period of high 

and sustained rates is likely increasing our conviction that the economy will soon be in a recession.  For UK real 

estate, the environment of rising rates has resulted in a repricing of debt and other asset classes, which has 

been a catalyst for a change in sentiment towards UK real estate more generally, with prices having started to 

adjust. Weaker returns are expected for UK real estate over the next 12-18 months, led by the lower yielding 

industrial and logistics sector although almost all sectors are expected to follow suit. On a positive note, the 

occupational market for the industrial sector remains well balanced, with healthy levels of take-up and a 

national vacancy at a low 3%. The office market is becoming increasingly polarised between truly best in class 

space and the rest. ESG is playing an increasingly critical role in this regard, as are changing tenant 

requirements due to hybrid working arrangements, necessitating greater flexibility of space. With the cost of 

living crisis, the retail sector is more exposed, but this will be felt most acutely for discretionary led retailers, 

with high street shops and shopping centres more vulnerable. While we are acutely aware of the broader 

economic challenges ahead, we believe that we are well placed both in terms of the quality of our portfolio 

and the strength of our lowly leveraged balance sheet, to continue to deliver shareholder value through a 

growing level of income”. Viewpoint: A concise but comprehensive and generally sobering summary of the 

new landscape for commercial real estate. 

 

Economic data 
 

Housing activity. Mortgage approvals for house purchases increased by 17% M/M, seasonally adjusted, to 

74,300 in August, according to the Bank of England (link). This is the highest level since January 2022 (74,500), 

and above the 12-month pre-pandemic average up to February 2020 of 66,800, and follows a downward trend 

over the previous several months. On a non-seasonally adjusted basis, the Y/Y increase was 0.9%. The 

‘effective’ interest rate – the actual interest rate paid – on newly drawn mortgages increased by 22 basis 

points to 2.55% in August.  

https://www.bankofengland.co.uk/statistics/money-and-credit/2022/august-2022


 

 

House prices were unchanged between August and September, at £272k, following a 0.7% rise the previous 

month and the first month since July 2021 that prices have failed to rise on a seasonally adjusted basis, 

according to the Nationwide (link). The annualised rate slipped to +9.5%, from +10.0% in August, with marked 

regional differences (see below). According to the Nationwide, “There have been further signs of a slowdown 

in the market over the past month, with the number of mortgages approved for house purchase remaining 

below pre-pandemic levels [see above] and surveyors reporting a decline in new buyer enquiries.  

Nevertheless, the slowdown to date has been modest and, combined with a shortage of stock on the market, 

this has meant that price growth has remained firm. By lowering transaction costs, the reduction in Stamp 

Duty may provide some support to activity and prices, as will the strength of the labour market, assuming it 

persists, with the unemployment rate at its lowest level since the early 1970s. However, headwinds are 

growing stronger suggesting the market will slow further in the months ahead. Housing affordability is 

becoming more stretched. Deposit requirements remain a major barrier, with a 10% deposit on a typical first-

time buyer property equivalent to almost 60% of annual gross earnings – an all-time high”. 

 

  

  

  

  

   

   

                                        

         

                                       

                               

                  

https://www.nationwidehousepriceindex.co.uk/reports/annual-house-price-growth-slows-to-single-digits-in-september


  

 

Housing market. The Housing market is transitioning to a buyers’ market as higher mortgage rates are set to 

cut buying power, according to the latest UK House Price Index report from Zoopla (link). Prices rose by 0.9% 

to £258.1 between July and August, while the Y/Y rate eased from +8.3% to +8.2%. According to the research,  

however, if mortgage rates rise from 2% to 5%, buying power will be reduced by as much as 28% , assuming 

buyers want to keep monthly repayments unchanged. “This will impact housing demand into 2023 for the 

seven in ten buyers using a mortgage unless they: put down larger deposits; or allocate more income to 

mortgage costs; or adjust their budgets, buying smaller property or looking to cheaper areas. A fourth option 

is to sit on the sidelines until the outlook for borrowing costs becomes clearer”. Nevertheless, new sales 

recorded by the portal are holding up “with no sudden drop in demand in recent weeks - but buyer interest is 

weaker than a year ago. We are starting to see early signs of price sensitivity from the scale of reductions in 

asking prices of homes for sale”. Asking price reductions are at the highest levels since before the pandemic as 

sellers adjust to more price-sensitive demand. 6% of Zoopla’s listings have seen price reductions of more than 

5% over the past month (see below). Stamp duty changes will support regional markets and first-time buyers 

in southern England at a low cost to the exchequer. Viewpoint: My sense is that the impact on buyers’ 

decision will be a mix of Zoopla’s four scenarios, with the emphasis on lower volumes rather than lower prices. 

A greater proportion of downgrades in vendors’ asking prices doesn’t necessarily mean achieved prices will 

fall; they were higher than 6% of listings in 2018 and 2019 but prices were still going up – albeit at a more 

pedestrian 0.5% and 1.4%, according to Nationwide. Vendors just got more realistic. 

https://advantage.zpg.co.uk/wp-content/uploads/2022/09/UK-House-Price-Aug22-final-2.pdf


 

 

In other news … 

 

Labour costs. The earnings of self-employed trades have hit an all-time high with average weekly pay above 

£1,000 in London, the South East and East of England, ConstructionEnquirer.com (link). According to Britain’s 

biggest payer of subcontractors Hudson Contract rates on building sites rose by 2% to £972 during August, 

driven by high levels of activity in the construction industry and a shortage of skilled people. Last month’s 

earnings were 4.6% higher than the same period in 2021, with plasterers leading the way with a rate rise of 

over 10% in August. Earnings were up across all regions in England and Wales, except for the West Midlands, 

and reached record highs in the East of England, the South West and the North West. Plasterers saw the 

biggest increase in pay, which rose by 10.5 per cent to £927. 

 

Fortnight ahead 
 

Construction & property: company and economic news 
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6 S&P Global Construction PMI 

7 Halifax House prices 

https://www.constructionenquirer.com/2022/09/30/self-employed-labour-rates-hit-record-high/


10 Sirius Real Estate (SRE)  Trading update 

11 The PRS REIT (PRSR)  FY results 

 ONS  Employment data 

12 Barratt Developments (BDEV)  Trading update 

 RICS  Residential Market Survey 

 ONS  Construction output 

 ONS  GDP 
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