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Company comments 

 

Segro (SGRO, 859p, £9,515m mkt) 

UK’s leading owner and developer of warehouses and industrial space, also active in Europe, and highest 

market value of any UK property REIT. Trading update and capital raise. Trading: The Covid-19 pandemic has 

accelerated the adoption of technology and e-commerce across society, boosting demand for its logistics 

space. UK e-commerce volumes in April represented 31% of retail sales, 16% higher than the previous month 

(source: ONS) and online grocery sales almost doubled, representing 13% of the market, up from 7% 

previously (source: Nielson). Group leasing momentum has been positive and is ahead of the board's 

expectations prior to the pandemic. New headline rents on review and renewal so far in 2020 are 

approximately 13% higher than previous passing rents (UK: +15.5%, Continental Europe: +2.5%). Vacancy 

5.6% (31 December 2019: 4.0%), with 1.1% of the increase since the year end due to recently completed 

speculative development. Customer retention has stayed high at 88%. None of the workforce has been 

furloughed and the Company has not taken any government support. At 31 May 2020, 82% of rent billed for 

Q2 2020 had been collected or is expected to be paid shortly. The group “has worked constructively to 

support customers facing genuine cash flow challenges” by, in most cases, offering to reschedule rental 

payments. Development: c. £600 million of future development expenditure under construction or in 

advanced negotiations. Finances: At 31 May 2020, net debt of £2,954m; LTV 27%; average debt maturity of 9 



years and no major maturities before 2023. Capital raise: £680m (increased from £650m due to strong 

demand) through placing and retail offer, representing c. 7.5% of share capital prior to placing, at 820p per 

share, a discount of 4.5% to the closing price. Dividends: “Policy unchanged; the REIT will continue to target 

a pay-out ratio of 85 to 95% of adj PAT, in line with the stated aim of delivering a progressive and sustainable 

dividend which grows in line with its underlying profitability”. Having paid the 2019 final dividend of 14.4p, 

the board currently intends to declare a 2020 interim dividend of 6.9p (H1 2019: 6.3p), reflecting its usual 

practice of setting the interim dividend at one-third of the previous full year dividend. Viewpoint: a pretty 

vivid  illustration of how Segro has benefited from what had been an accelerating trend to e-commerce, 

which has moved up a couple of gears since the pandemic.  

 

Vp (VP, 800p, £321m) 

Equipment rental group. FY (Mar) results. Rev -5% £363m; adj PBT +1%, £47.1m; adj EPS -4.3%, 91.0p; 

“decision on a dividend delayed until later in the year”. Net debt, £160m (2019: £168m). Outlook: "Vp was 

expecting to see a return to heightened activity levels across our core markets, however the worldwide 

restrictions as a result of Covid-19 have had an impact on trading for the current financial year.  We are 

however encouraged that in several sectors, activity has started to pick up and it is encouraging to hear the 

emphasis governments are giving to the importance of resuming work wherever possible whilst respecting 

safety guidelines. It is however too early to have visibility on when trading might restore to normal levels”. 

 

Economic data 
 

Demand for housing is now 54% higher than at the start of March, as pent-up demand has returned, 

according to new data from Hometrack/Zoopla. This has already translated into new sales agreed that are 

just 12% below the levels seen in early March and have risen equally across regions in England, although 

London is lagging behind “as buyers look outside the capital”. Scotland, Wales and Northern Ireland continue 

to record low levels of new sales as their markets effectively remain closed. Sales levels are higher across all 

price bands nationally, but demand for housing has increased at a stronger rate for higher-value homes, as 

homeowners look at trading up for more space or moving to a better location, with strong demand in 

commuter zones around major cities, including London. Hometrack’s, however, concludes that this is a “a 

one-off boost to demand [due to Covid-19] bringing a whole new cohort of would-be movers into the 

housing market”. (Further analysis in FT, link, paywall). 

https://www.ft.com/content/b886ba8f-2b16-40df-86a3-9460bea6e45d
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