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Company news 

 

Barratt Developments (BDEV, 689p, £7,016m mkt cap)  

UK’s biggest housebuilder by volume. HY (Dec) trading update. Trading: “Strong customer demand” in HY 

and delivery “ahead of expectations”. Total completions +9.2%, 9,077; average selling price +1.1%, c. £283k, 

with private ASP +2.2%, c. £319k, reflecting both a positive mix impact and underlying house price inflation. 

Sales rate +11.6%, 0.77 (HY 19: 0.69) net private reservations per active outlet per week. Strong underlying 

demand was supplemented by pent-up demand from the initial national lockdown, the introduction of the 

Stamp Duty holiday and the impending March 2021 end of Help to Buy for existing home owners. “While we 

entered FY 21 with elevated levels of work in progress and rapidly improved our site-based construction 

activity in the first quarter, the very strong demand experienced in the half year absorbed both of these, and 

has reduced our product availability for the third quarter of FY 21 [to March]”. Average active sites in HY, 

342 (2019, 372), a reduction of 8.1% reflecting the delay to site starts created by the initial national 

lockdown period. Since then, 63 new outlets have been launched (45), “above our expectations, which we 

expect to sustain the ongoing recovery in our completion volumes in FY 21 and beyond”. Total forward sales 

at 31 December +14.3%, 13,588 homes; value +19.4%, £3,212m. Guidance: Wholly owned completions 

https://www.progressive-research.com/industry-updates/?analyst=&sector=38&published=all
https://www.progressive-research.com/research/?company=&sector=38&published=all


15,250 - 15,750 homes in FY21 (previous guidance, 14 October, 14,500 - 15,000”. Medium term target and 

current capacity remains 20,000 homes pa. Finances: Net cash, £1,105m (30 June 20, £308m) reflecting 

strong completion delivery which has significantly reduced work in progress. Increased investment in both 

land and work in progress expected in H2 as group focuses on the further recovery of completion volumes 

beyond FY 21. Current lockdown: “We are able to continue site-based construction across Britain. Our sales 

offices continue to operate on an appointment basis in England and Scotland but have been required to 

close in Wales”.  Dividends: As previously announced, the board plans to implement a dividend policy based 

on a full year dividend cover of 2.5x. Subject to no material change in the operating environment, the board 

now expects to agree the resumption of dividends with the interim results on 4 February. Viewpoint: An 

upbeat assessment of demand and delivery to kick off the major housebuilders’ trading updates, which 

continues next week with Vistry, Persimmon and Taylor Wimpey (see Fortnight ahead, below). 

 

McCarthy & Stone (MCS, 120p, £644m) 

(From yesterday.) UK’s leading developer of private retirement housing for sale and expanding into rental, in 

the process of being taken private by private equity group Lone Star. Response to MHCLG announcement on 

leasehold reform (see below). “The group is disappointed to see that as part of these reforms MHCLG has 

reversed its previously announced exemption for the retirement housing industry from the zero rating of 

ground rents. Since December 2017, McCarthy Stone and other retirement operators have engaged 

extensively with Government on this issue. The Group has made every effort to highlight the way the sector 

uses capitalised ground rent income fairly and for a dedicated purpose: to help fund the construction costs 

of its highly valued shared areas. The provision of these unique communal areas is critical to the building of 

happy and healthy retirement communities and cost the group £1 - 2m per development. These areas need 

to be appropriately funded in order to ensure the continued financial viability of sites and that sale prices 

remain reasonable. As part of the proposed exemption, McCarthy Stone had agreed with the Government's 

proposal to offer future customers of retirement properties a clear choice between an economic ground rent 

or a higher purchase price that reflected the cost of constructing the communal areas”. John Tonkiss, Chief 

Executive of McCarthy Stone, commented: “The retirement community industry has been caught in the 

crossfire of leasehold reform which was intended to address bad practices elsewhere in the housebuilding 

industry. This decision … could lead to higher purchase prices and adversely affect the supply of specialist 

retirement accommodation at a time when it is needed more than ever." 

 

Economic data 

 

House prices. Monthly and annual house price inflation dipped in December, according to the latest report 

from the UK’s largest mortgage lender, the Halifax (link). Prices rose 0.2% during the month to a new record 

of £253.4k, down from +1.0% in November, bringing the Y/Y rate down from a recent high of +7.6% in 

November to +6.0%. Outlook: “In the near-term, and with mortgage approvals still sitting at a 13-year high, 

there may be enough residual strength in the market to sustain prices up to the deadline for the stamp duty 

holiday and the scaling back of Help to Buy at the end of March. However, with the pace of the UK’s 

economic recovery expected to be constrained by the renewed national lockdown, and unemployment 

widely predicted to rise in the coming months, downward pressure on house prices remains likely as we 

move through 2021”.   

https://www.halifax.co.uk/assets/pdf/december-2020-house-price-index.pdf


 

 

 

In other news … 

 

Leasehold reform. Over 4 million leaseholders will be given the right to extend their lease by a maximum 

term of 990 years at zero ground rent, the Housing Secretary Robert Jenrick announced yesterday (after 

publication of the Daily). The Government website (link) he said that, under the current law many people 

face high ground rents, which combined with a mortgage, “can make it feel like they are paying rent on a 

property they own. Freeholders can increase the amount of ground rent with little or no benefit seen to 

those faced with extra charges. It can also lengthen and lead to increased costs when buying or selling the 

property. The changes will mean that any leaseholder who chooses to extend their lease on their home will 

no longer pay any ground rent to the freeholder, enabling those who dream of fully owning their home to do 

so without cumbersome bureaucracy and additional, unnecessary and unfair expenses. For some 

leaseholders, these changes could save them thousands, to tens of thousands of pounds”. The Government 

is also now establishing a Commonhold Council – a partnership with leasehold groups and industry – that 

will prepare homeowners and the market for the widespread take-up of commonhold. The commonhold 

model is widely used around the world and allows homeowners to own their property on a freehold basis, 

giving them greater control over the costs of home ownership. Blocks are jointly owned and managed, 

meaning when someone buys a flat or a house, “it is truly theirs and any decisions about its future are theirs 

too”.  

 

Housing market activity. Rightmove has reported, in a press release, its busiest ever start to a new year, 

with visits to the site +30% on the same time period in 2020 (comparing Saturday 2 - Wednesday 6 January 

2021 with Saturday 4 - Wednesday 8 January 2020). People contacting estate agents about a property to buy 

is 11% higher than at the start of 2020, and those enquiring about a property to rent is up by 22%. This is 

attributed to the impending end to the Stamp Duty holiday [although some observers have warned now may 

be too late to complete purchases in time for the deadline], more people re-evaluating where they live and 

https://www.gov.uk/government/news/government-reforms-make-it-easier-and-cheaper-for-leaseholders-to-buy-their-homes


the housing market staying open. Rightmove says there are very early signs of activity continuing to grow 

during the new lockdowns in England and Scotland, with over six million daily visits to the site on Tuesday 

and Wednesday, after the PM announced the new restrictions on Monday 4 January. 

 

Covid lockdown. The government could shut down the housing market, as it did in the spring 2020 

lockdown, if the coronavirus pandemic worsens, according to Housing Today (link). Guidance issued on 

Monday, shortly after prime minister Boris Johnson announced the most recent national lockdown, made 

clear that the housing market would remain open despite the closure of the hospitality industry and most 

shops and schools. However, more detailed guidance issued by the housing ministry yesterday made clear 

that the government will consider regional or national closures of the  market, should it be deemed 

necessary to manage the spread of coronavirus, “it may become necessary to pause all home moves locally 

or nationally for a short period of time to manage the spread of coronavirus”. The housing market was 

effectively closed to all but unavoidable home moves between the end of March and the middle of May. 

 

Fortnight ahead 
 

Construction & property: company and economic news 

 

11 Jan SIG (SHI) Trading update 

12 Vistry Group (VTY) Trading update 

13 Persimmon (PSN) Trading update 

 M Winkkworth (WINK) Trading update 

14 Taylor Wimpey (TW.) Trading update 

 Titon Holdings (TON) FY results 

 RICS Residential Market Survey 

15 ONS Construction output, GDP 

18 Rightmove House prices 

19 Watkin Jones Group (WJG) FY results 

 Kier Group (KIE) Trading update 

 Henry Boot (BOOT) Trading update 

20 Van Elle (VANL) HY results 

 ONS House prices 

21 Countryside Properties (CSP) Trading update 

 

Sources: Companies, Sharecast, Factset, Progressive Equity Research 
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