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Company comments 

 

Barratt Developments (BDEV, 490p, £4,993m mkt cap)  

UK’s biggest housebuilder by volume. FY (Jun) trading update and statement on construction defects on 

certain towers. Trading: Completions -29%, 12,604, “significantly reduced by the lockdown”; prior to 23 

March lockdown, +10%, 10,364. Net private reservations per active outlet per week, 0.60 (FY 2019, 0.70), 

with period to 22 March lockdown of 0.73 (to 24 March 2019, 0.68) and last six weeks, 0.63 (0.69). Forward 

order book at 30 June +25%, 14,326 homes [partly reflecting delayed completions]. All sites now open, but 

operating at 75% of pre-Covid activity levels. All furloughed staff have now returned and the company has 

agreed to repay all furlough funds received from government. Outlook: Internet activity, site visitors and net 

reservations have recovered across both the industry and the group, “however, the prospects for the wider 

UK economy and the medium term impact on the new homes market remains uncertain and will only 

become clearer over the coming months. Whilst there is a reduced level of availability of higher LTV 

mortgages, demand from first time buyers looking to use Help to Buy has been significant since the market 

reopened. Our strong financial position provides us with the resilience and flexibility to react to changes in 

the operating environment in FY 2021 and beyond”. Finances: YE net cash c. £305m (YE 2019, £766m) and 

land creditors c. £800m (£961m) equivalent to c.25% (31.3%) of the owned land bank. Dividends: Will not 

propose a dividend in respect of FY20 or the previously announced special dividend of £175m in respect of 



FY20. “However, the board continues to recognise the importance of dividends and will give further 

consideration to future dividend policy”. Results due on 2 September.  

Construction defects: Post-Grenfell, Barratt voluntarily undertook to pay for work to remove and replace 

Aluminium Composite Material ('ACM') cladding on the Citiscape development in Croydon, designed in 2001 

by a third-party structural engineering firm and sold to the current freeholders in 2003. Structural concerns 

were identified during removal of the cladding in 2019. Further investigations have identified significant 

issues relating to the design of the building's reinforced concrete frame (RCF) requiring extensive remedial 

work. “While we have no legal liability to cover the costs of this work, we have taken the decision to pay for 

the required remedial action which would otherwise fall on leaseholders”. Subsequently, independent 

structural engineers have reviewed all of the other developments where RCFs were designed for the group. 

The preliminary reviews of all 26 of these developments, the majority of which were designed over ten years 

ago, are complete and have not identified any issues as severe as those present at Citiscape. Engineers are 

now undertaking more detailed reviews to see if any remediation of the concrete frames is required. Those 

detailed reviews have so far shown that eight developments have no defects while seven required some 

remedial action to address smaller-scale problems and remedial action has either been successfully 

completed or is underway. In response, “We apologise unreservedly to affected customers that the 

standards that we set for ourselves and our partners were not met at these developments”. As previously 

disclosed, up to 31 December 2019, the group had incurred £16m costs of removing the ACM cladding and 

other voluntary assistance at Citiscape. Based on current assessments, it is estimated that the total future 

costs for the required remedial programme at Citiscape, the review itself, and any remediation required at 

other buildings, will be around £70m, with this charge, and the related cash outflow arising in FY20 and 

FY21. The group is actively seeking to recover costs from third parties, however there is no certainty 

regarding the extent of any financial recovery. Viewpoint: Both in terms of the return of furlough payments 

and voluntary correction of defects, the company appears to be setting a ‘high bar’ for the rest of the 

industry. On the conference call, in an interesting contrast with Taylor Wimpey’s (TW.) recently stated land 

buying ambitions, CEO David Thomas stated that, at this point, “we are very firmly out of the land market”.  

 

In other news … 

 

June saw the fastest rise in construction activity for nearly two years, following the sharpest fall on record, 

according to the latest UK Construction Purchasing Managers Index, from HIS Markit/CIPS (link). The 

headline seasonally adjusted index jumped to 55.3 from 28.9 in May and an all time low for the 23-year old 

survey of 8.2 in April immediately following the lockdown (below, left). An index of 50 indicates no change 

on the previous month. All three sectors recovered sharply, led by housebuilding (below, right). However, 

employment levels fell at the end of the second quarter, according to the latest survey data, with 

respondents reporting that worries about the longer-term demand outlook had led to cautious hiring 

policies and, in some cases, redundancies. A lack of materials availability, caused by supply chain disruptions, 

is pushing up input costs.  

 

https://www.markiteconomics.com/Public/Home/PressRelease/09e78cc9823f49fdad62dd133f6e1706


 
 

 

Viewpoint: The graph on the left marks probably the sharpest of ‘V-shaped’ recoveries; how sustained this 

proves to be may largely depend on this week’s statement from the occupant of Number 11 …  

 

In other news … 

 

Stamp Duty. Chancellor Rishi Sunak “is expected to announce plans for a temporary exemption to Stamp 

Duty for homes at the lower end of the market in the Budget in the autumn”, according to the Daily Mail 

(link). Treasury officials are looking at raising the threshold at which homebuyers start paying the levy. 

Currently, the first £125k of the purchase price is exempt from Stamp Duty, with 2% levied from £125 – 250k 

and 5% on the next £675k. The new threshold, which would be put in place for six months, “is likely to be set 

at somewhere between £300k and £500k”. Viewpoint: There appears to be confusion in the media as to 

whether the announcement, if forthcoming, will be in the autumn Budget or, as seems more credible, in 

Sunak’s ‘summer update’ on Wednesday. Any holiday would be a stimulus, but delaying it into autumn could 

put any would-be buyers’ decisions on ice – a concern aired in the Barratt conference call this morning. In 

any case, the market seems to believe it and most housebuilders’ shares are up 4 - 7% this morning. 

 

Help to Buy. There has been increasing calls in housebuilders’ trading statements in the past couple of 

weeks, including today’s from Barratt, for Sunak to announce an extension to the current HTB scheme this 

week. Some weeks ago in the ‘Daily’, I indicated this was a strong possibility, albeit with hints that the 

Chancellor’s own department was resisting it. The current phase of HTB, which offers up to 20% ‘equity 

loans’ (40% in London) for new homes up to £600k, is due to end in April 2021. It will be replaced for two 

years by a scheme restricted entirely to first time buyers, with new lower regional price caps except in 

London. The possibly coordinated lobbying from the housebuilders indicates they believe an extension of the 

current scheme may be a runner.    

 

 

Prices are as at the previous day’s close. 

 

https://www.dailymail.co.uk/news/article-8492301/Chancellor-Rishi-Sunak-AXE-stamp-duty-six-months.html
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