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COMPANY DESCRIPTION 

Watkin Jones develops large-scale residential-
for-rent properties in the build-to-rent & 
student accommodation markets. 

www.watkinjones.com 
 

Earnings beat estimates, driven by BTR hunger 

Residential-for-rent developer and manager Watkin Jones today delivered 
an 11% rise in PBT to £51.1m for FY2021, beating our estimate of £50.0m by 
2.2%. There were similar ‘beats’ in EPS and dividend, at 16.3p and 8.2p, 
respectively, driven by strong operational delivery and cost control. We 
have maintained our earnings and dividend estimates for FY2022E, growing 
at over 6%. We have also introduced forecasts for FY2023E, which assume 
accelerated earnings growth of 31% as the strong development pipeline in 
the Build to Rent division, fuelled by investor demand, feeds into revenue.  

▪ ‘Beats’ on earnings and dividend. As flagged in the 2 November trading 
update, revenue rose 21.5% to £430m, with Student Accommodation and 
Built to Rent (BTR) growing by 15% and 47% to £260m and £139m, 
respectively. EBIT rose by 10.8%, reflecting land sales, which carry a lower 
margin. Net cash, pre-IFRS 16, rose from £94.8m to £124.3m, in line with 
the increased guidance in the trading statement. The 8.2p dividend beat 
our 7.8p estimate and is in line with the Group’s cover policy of 2x.  

▪ “In line” for FY2022E. According to the statement, trading in the new 
financial year is in line with expectations. We are not changing our main 
P&L and balance sheet estimates for FY2022E, but have introduced first-
time forecasts for FY2023E, which point to accelerated EBIT growth of 33% 
and EPS and dividend growth of 31%. 

▪ Perfectly placed for BTR as investor demand outstrips supply. There is 
growing evidence, in our view, of sharply rising demand among 
international institutional investors for BTR assets, but with only limited 
supply in what is still currently a nascent sector. We believe that WJG is 
uniquely placed to satisfy this demand, as a ‘deliverer’ rather than holder 
of rental property, with a highly honed development model.    

▪ Unique capital-light, low-risk model. WJG develops sites that are 
forward-funded by institutional investors. This, in our view, reduces 
occupation risk and cyclicality, with low capital tie-up; the 
accommodation management division has relatively sustainable revenues 
and provides significant consumer insight for its PBSA and BTR 
development activities; the Affordable Housing division can offer inroads 
to both development divisions in complex multi-tenure sites (page 4). 
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FYE SEP (£M) 2019 2020 2021 2022E 2023E 

Revenue 374.8 354.1 430.2 549.9 659.0 

Fully Adj PBT 50.4 45.8 51.1 55.0 75.0 

Fully Adj EPS, dil (p) 16.1 14.7 16.3 17.4 22.8 

Dividend per share (p) 8.4 7.4 8.2 8.7 11.4 

PER (x) 16.4x 17.9x 16.1x 15.2x 11.6x 

Dividend yield (%) 3.2% 2.8% 3.1% 3.3% 4.3% 

EV/EBITDA (x) 8.5x 9.0x 8.4x 7.9x 6.1x 

Source: Company Information and Progressive Equity Research estimates. 
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Key highlights 

▪ Development. Work on 13 current developments is on track and overall build costs 
remain within Group forecasts. Build costs rose by c.3%-4% during FY2021, we estimate, 
less than many mainstream developers have faced, due to WJG’s ‘back-to-back’ fixed 
price contracts with suppliers. For FY2022E we anticipate this will rise to 4%-5%, still in 
line with strategy.  

▪ BTR. Continued to gain momentum, with five developments completed as planned in 
the second half of the year, in Reading, Stratford, Sutton and Wembley, all of which had 
been forward sold prior to the start of the year, and the Leicester development, which 
was sold on a turnkey basis during FY21. The schemes comprised 1,041 apartments. 

▪ Student Accommodation. All seven developments (3,192 beds) due for delivery ahead 
of the 2021/22 academic year completed. Division revenues include the rental income 
of the six historical leased PBSA assets. Lower student occupancy as a result of the 
pandemic reduced revenue by c.£5.0m, which was within Group guidance.  

▪ Pipeline. A record development pipeline of secured residential for rent assets at £1.8bn 
future estimated revenue value, up 20% Y/Y. 

▪ Accommodation Management. 22,200 beds under Fresh management, up 10% Y/Y.  

▪ Affordable Homes. Continued progress in the new Affordable Homes division, which 
has evolved out of the previous largely speculative housebuilding operation.  

▪ ESG. The new strategy has been successfully formalised with launch of the ‘Future 
Foundations’ programme.  

▪ Cladding. The Group is supportive of the Government’s announcement on 10 January 
2022 regarding its intention to protect individual leaseholders from bearing the cost of 
the remediation of unsafe cladding on medium-rise buildings: “We are engaging with 
the Government to clarify its plans in this regard and to confirm whether pro-active 
remediation will be taken into account”. 

▪ Board. Grenville Turner, Chair, and Phil Byrom, CFO, stepped down towards the end of 
2021 and were succeeded by Alan Giddins and Sarah Sergeant, respectively. 

In prime position to meet soaring BTR investment demand  

We are seeing increasing market evidence of growing appetite from international 
institutional investors for the relatively nascent UK BTR sector. Anecdotally we are hearing 
from investors that there are not enough assets to meet this demand and, as such, we see 
WJG’s model as being almost uniquely positioned to address this imbalance. Further 
analysis of the BTR market is provided in our 2 November note (link). 

The UK Build-to-Rent sector recorded a total of £2.1bn of investment in Q4 2021, taking 
the full year total to a record high of £4.1bn, according to preliminary data from global real 
estate advisor CBRE. Investment levels were up 14% on 2020. This positive momentum is 
expected to continue in 2022 with provisional data showing £1.95bn of deals under offer 
at the end of 2021. 

Meanwhile, CBRE’s Student Accommodation Index report for 2021 highlighted continuing 
strong investment demand, with total returns up 7.7%. This was driven by 2.2% capital 
growth and 5.5% net income return. Yields compressed a further 13 bps.  

  

https://bdadvanced.ipreo.com/OpenFileLink.aspx?ID1=2d247de4-aedc-47eb-b089-5e50aa16e2bf&ID2=721045677
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 Figure 1: FY and HY divisional performance 

Year-end September 2018 2019 2020 2021 2022E 2023E H1 
2020 

H2 
2020 

H1 
2021 

H2 
2021 

Revenue           

Student accommodation  312.7   246.1   226.0   259.9   279.4   300.3   120.8   105.3   104.8   155.1  
Change (%) 22.1% -21.3% -8.2% 15.0% 7.5% 7.5% -6.2% -10.3% -13.3% 47.4% 
Build-to-rent  3.8   77.4   94.0   138.6   235.6   318.0   41.2   52.8   59.1   79.5  
Change (%) na na 21.4% 47.4% 70.0% 35.0% na -23.2% 43.3% 50.6% 
Residential   30.0   34.3   26.3   22.7   24.9   28.7   19.6   6.7   10.7   12.0  
Change (%) 65.8% 14.4% -23.4% -13.7% 10.0% 15.0% 12.5% -60.5% -45.6% 80.2% 
Accommodation management   7.3   7.5   7.6   7.8   10.0   12.0   4.1   3.4   3.8   3.9  
Change (%) 19.2% 2.2% 1.7% 2.3% 28.8% 20.0% 7.5% -4.6% -8.0% 14.7% 
Corporate  9.3   9.5   0.3   1.3    -      -     (0.1)  0.3   0.1   1.3  
Group revenue  363.1   374.8   354.1   430.2   549.9   659.0   185.7   168.4   178.4   251.8  

Change (%) 20.3% 3.2% -5.5% 21.5% 27.8% 19.8% 16.7% -21.9% -3.9% 49.5% 
Gross profit           
Student accommodation  60.7   54.9   54.3   50.5   47.5   51.1   29.6   24.7   25.2   25.2  
Margin (%) 19.4% 22.3% 24.0% 19.4% 17.0% 17.0% 24.5% 23.5% 24.1% 16.3% 
Build-to-rent  1.0   13.8   14.9   29.8   35.3   54.1   6.6   8.2   12.4   17.4  
Margin (%) 27.1% 17.8% 15.8% 21.5% 15.0% 17.0% 16.1% 15.6% 21.0% 21.9% 
Residential   4.4   7.2   4.0   2.6   3.0   3.4   3.7   0.3   1.5   1.1  
Margin (%) 14.6% 20.9% 15.4% 11.3% 12.0% 12.0% 19.1% 4.5% 14.0% 8.9% 
Accommodation management   4.5   4.6   4.5   4.1   5.0   6.0   2.6   2.0   2.2   1.9  
Margin (%) 61.8% 61.5% 59.8% 52.6% 50.0% 50.0% 61.9% 57.4% 58.4% 47.0% 
Corporate  1.8   (0.3)  (1.8)  (2.1)   -      -     (0.2)  (1.6)  0.0   (2.1) 
Gross profit  72.4   80.0   75.9   84.8   90.8   114.6   42.3   33.6   41.3   43.5  
Margin (%) 20.0% 21.4% 21.4% 19.7% 16.5% 17.4% 22.8% 20.0% 23.2% 17.3% 
AM admin  (3.2)  (3.2)  (3.4)  (4.2)  (4.7)  (5.3) na na na  

Group admin (19.6) (21.3) (20.8) (23.3) 
 

(26.1) 
 

(29.2) (12.7) (11.6) (12.3)  (15.3) 
EBIT, group only  49.6   55.6   51.7   57.3   60.0   80.0   29.6   22.1   29.1   28.2  
Share in op profit of JVs  1.1   0.3   0.2   (0.1)   -      -      -     0.2    -     (0.1) 
Total operating profit  50.8   55.9   51.9   57.2   60.0   80.0   29.6   22.2   29.1   28.1  
Exceptionals  4.3   (2.6) (20.4)   -      -      -      -    (20.4)   -      -    
Net interest  (0.7)  (5.4)  (6.1)  (6.0)  (5.0)  (5.0)  (2.9)  (3.2)  (3.2)  (2.8) 
PBT  54.3   47.9   25.3   51.1   55.0   75.0   26.7   (1.4)  25.8   25.3  
Add back exceptionals  (4.3)  2.6   20.4    -      -      -      -     20.4    -      -    
Adj PBT  50.1   50.4   45.8   51.1   55.0   75.0   26.7   19.0   25.8   25.3  

EBITDA  50.9   64.8   61.1   65.9   69.8   89.8   34.2   26.9   33.4   32.5  
Adj EPS, dil (p)  16.0   16.1   14.7   16.3   17.4   22.8  8.4  8.1  
DPS (p)  7.6   8.35   7.35   8.2   8.7   11.4  0.0 7.35 2.6 5.6 

Net debt, post-IFRS 16  80.2  (60.7) (39.6)  (4.9)  (2.6)  4.8 (100.1)  (39.6) (100.0)  (4.9) 
Net cash, pre-IFRS 16  88.4  94.8  124.3     122.4    124.8     37.5     94.8   31.7     124.3  

 

Source: Company Information and Progressive Equity Research estimates 
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WJG in brief: low-risk, capital-light, in growth markets 

The Group, admitted to AIM in 2016, in our view offers a unique low-risk, capital-light 
development and asset management model for private and student rental. It develops BTR 
and PBSA schemes, largely forward-funded by institutional investors, which acquire sites 
from WJG with the benefit of planning and then pay for the works monthly as development 
progresses, thus reducing capital tie-up for WJG. The Group also provides an 
accommodation management service through its Fresh Property Group (FPG) business, 
which manages both WJG and third-party developed assets, and operates a more 
traditional housebuilding business focused on the North West, with the intention signalled 
to pivot this into affordable housing. We believe the Group should benefit from continuing 
growth opportunities in new student accommodation, has ‘early mover advantage’ in BTR, 
and this is all tied together by FPG in what we have defined as a ‘virtuous circle’. For more 
details, see our 9 June 2020 initiation, Build-to-rent ‘comes of age’. 

Themes: addressing growing rental markets 

▪ Opportunities in land market – aided by planning changes. We believe WJG could 
exploit significant opportunities from landowners in challenged sectors such as retail 
and leisure. We believe WJG could benefit from recent changes to planning rules, 
allowing vacant office and retail properties to be fast-tracked for residential use. 

▪ Institutional investment resilient. Institutional investors have underpinned the 
Group’s capital-light growth model by acquiring developments on a forward-sale basis, 
in which they pay for the land and the development works as they progress. Demand 
has remained robust for both BTR and PBSA due to long-term visibility of rental income. 

▪ Build-to-Rent. As we argued in our initiation note, we expect long-term growth in BTR, 
fuelled by demand from renters, either economically or for ‘life-style’, and from 
investors, attracted by income prospects while other sources of yield are diminishing. 

▪ Student demand remains high despite Covid challenges. Despite worries that Brexit 
and Covid may deter university entries, particularly from overseas students, UCAS has 
registered a new record in the number of applications from both home and abroad.  
Whilst remote teaching by universities and uncertainty during the pandemic could 
reduce the number of students choosing to study away from home in the current year, 
in our view it remains the preference of the majority to study at their university of 
choice, and so we expect lettings to recover to normal levels post-Covid. 

▪ Co-living: a new string to the company’s bow. The interim results included WJG 
securing planning permission for its first co-living scheme, for 133 beds in Exeter. We 
see co-living, in which tenants have a private studio with shared communal facilities, as 
a potentially vibrant ‘half-way house’ between student life and ‘full’ private rental. We 
believe that, by extending the management by Fresh, WJG can further extend the 
‘virtuous circle’ model by introducing new generations to WJG-built facilities. 

▪ House building arm pivoting into the affordable homes market. The largely stand-
alone Residential division, which historically operated a private-focused housebuilding 
model mainly in the North West of England, is piloting a move into affordable housing, 
which will operate through a capital-light forward-sale model. This will be led by 
affordable housing and include BTR as well as private housing for sale. The Group has 
announced its first affordable homes site. 

▪ Fresh accommodation management: tying the Group together. We see Fresh as not 
only providing a stable income stream from its regular management fees but also using 
its insight and ‘brand’ to tie together student accommodation, BTR and possibly co-
living as graduates move into work.  

Unique model addresses growing 
rental market, with low exposure 
to development risk and capital 
tie-up 

https://www.progressive-research.com/research/build-to-rent-comes-of-age/
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Financial Summary: Watkin Jones 

Year end: September (£m unless shown)      
      
PROFIT & LOSS 2019 2020 2021 2022E 2023E 
Revenue 374.8  354.1  430.2  549.9  659.0  
Adj EBITDA 64.8  61.1  65.9  69.8  89.8  
Adj EBIT 55.6  51.7  57.3  60.0  80.0  
Reported PBT 47.9  25.3  51.1  55.0  75.0  
Fully Adj PBT 50.4  45.8  51.1  55.0  75.0  
NOPAT 41.1  37.6  41.9  44.5  58.5  
Reported EPS (p) 15.2  8.2  16.4  17.4  22.8  
Fully Adj EPS (p) 16.1  14.7  16.3  17.4  22.8  
Dividend per share (p) 8.4  7.4  8.2  8.7  11.4  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021 2022E 2023E 
Operating cash flow 38.9  54.9  76.3  39.8  53.8  
Free Cash flow 23.8  38.0  61.3  24.0  32.0  
FCF per share (p) 9.3  14.9  23.9  9.4  12.5  
Acquisitions 0.2  0.8  0.1  0.0  0.0  
Net cash flow 9.0  18.9  1.8  2.3  7.4  
Overdrafts / borrowings 176.3  174.1  141.2  141.2  141.2  
Cash & equivalents 115.7  134.5  136.3  138.6  146.0  
Net (Debt)/Cash, pre-IFRS 16 88.4  94.8  124.3  122.4  124.8  
IFRS 16 Lease liabilities (149.0) (134.5) (129.3) (125.0) (120.0) 
Net (Debt)/Cash post-IFRS 16  (60.7) (39.6) (4.9) (2.6) 4.8  

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 161.1  167.8  184.8  207.6  241.5  
NAV/share (p)      
Net Tangible Asset Value 147.3  154.6  172.1  195.4  229.9  
NTAV/share (p)      
Average equity 157.1  164.5  176.3  196.2  224.5  
Post-tax ROE (%) 28.1% 23.6% 12.0% 21.4% 19.8% 

      
METRICS 2019 2020 2021 2022E 2023E 
Revenue growth 3.2% (5.5%) 21.5% 27.8% 19.8% 
Adj EBITDA growth 27.2% (5.7%) 7.9% 5.8% 28.7% 
Adj EBIT growth 12.1% (7.1%) 10.8% 4.8% 33.4% 
Adj PBT growth 0.8% (9.3%) 11.7% 7.6% 36.4% 
Adj EPS growth 0.7% (8.5%) 11.2% 6.2% 31.4% 
Dividend growth 9.9% (12.0%) 11.6% 6.1% 31.3% 
Adj EBIT margins 14.8% 14.6% 13.3% 10.9% 12.1% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 1.5 1.6 1.3 1.0 0.8 
EV/EBITDA (x) 8.5 9.0 8.4 7.9 6.1 
EV/NOPAT (x) 13.4 14.6 13.1 12.4 9.4 
PER (x) 16.4 17.9 16.1 15.2 11.6 
Dividend yield (%) 3.2% 2.8% 3.1% 3.3% 4.3% 
FCF yield 3.5% 5.6% 9.1% 3.6% 4.7% 

 

Source: Company information and Progressive Equity Research estimates 
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To arrange a meeting with the management team, or for further information about Progressive, please contact: 
Keith Hodgskiss 
+44 (0) 20 7781 5300 
khodgskiss@progressive-research.com 
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