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COMPANY DESCRIPTION 

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

www.watkinjones.com 
 

Government planning fillip reinforces outlook 

New Government rules yesterday allowing unused office and industrial sites 
to be redeveloped without planning permission into housing could, in our 
view, allow Watkin Jones to regenerate its city centre sites into build-to-
rent (BTR) or student accommodation more quickly, and with greater 
certainty. This should further enhance the residential for rent developer and 
manager’s low-risk, capital-light offer to institutional property investors and 
support the Government’s aim of reviving urban centres. 

▪ Planning permission no longer needed for rebuilding vacant sites. The 
new rules follow PM Boris Johnson’s 30 June 2020 pledge to “build, build, 
build”. These include new ‘permitted development rights’ to allow the 
demolition and rebuilding of ‘vacant and redundant’ office and light 
industrial buildings as homes without planning consent. The rules, which 
come into force at the end of August will only apply to buildings 
constructed prior to 1990 that have been “entirely vacant” for six months.  

▪ Tackling urban blight. The new rules are aimed at reviving blighted town 
centres and include a change to the ‘use class’ system to allow high street 
premises – such as shops, restaurants and offices – to interchange without 
specific permission, through the creation of a new broad “commercial, 
business and service” use class as well as easier addition of heights on 
homes. A more fundamental reform of planning is expected later in July.   

▪ Quicker development and lower risk for institutions. We believe this 
could significantly reduce WJ’s current development cycle of c. three years 
for BTR and student accommodation, of which planning takes some 12 
months on average. We could envisage the group actively targeting vacant 
sites, which are likely to attract low land costs. WJ already stated in its 19 
May HY results that the fall-out from Covid-19 and its strong balance sheet 
will allow it to “take advantage of economic opportunities that may arise”. 
As well as potentially shortening the planning phase, the changes should 
add further transparency to investors forward-funding its schemes.  

▪ Unique defensive growth model. The group develops student 
accommodation and now BTR, forward-funded by leading institutional 
investors, thus reducing financial risk and capital requirements. It also has 
a growing accommodation management division, with strong revenue 
visibility and providing valuable synergies for student and BTR divisions, 
as well as a housebuilding business with tightly deployed capital. See 9 
June 2020 initiation note, Build-to-rent ‘comes of age’. 
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FYE SEP (£M) 2015 2016 2017 2018 2019 

Revenue 244.2 267.0 301.9 363.1 374.8 

Adj EBITDA 36.1 38.6 43.8 50.9 64.8 

Fully Adj PBT 36.1 40.2 43.3 50.1 50.2 

Fully Adj EPS (p) 0.0 23.7 14.0 16.0 16.0 

EV/Sales (x) N/A N/A 1.0x 0.9x 0.8x 

EV/EBITDA (x) N/A N/A 7.1x 6.1x 4.8x 

PER (x) N/A N/A 9.7x 8.5x 8.5x 

Source: Company Information. Financial guidance previously withdrawn. 
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Financial Summary: Watkin Jones 

Year end: September (£m unless shown)      
      
PROFIT & LOSS 2015 2016 2017 2018 2019 
Revenue 244.2  267.0  301.9  363.1  374.8  
Adj EBITDA 36.1  38.6  43.8  50.9  64.8  
Adj EBIT 32.5  37.9  42.7  49.6  54.9  
Reported PBT 32.9  13.3  43.3  54.3  47.7  
Fully Adj PBT 36.1  40.2  43.3  50.1  50.2  
NOPAT 29.8  32.0  35.8  40.7  40.9  
Reported EPS (p) 0.0  3.1  14.0  17.3  15.1  
Fully Adj EPS (p) 0.0  23.7  14.0  16.0  16.0  
Dividend per share (p) 0.0  4.0  6.6  7.6  8.4  

      
CASH FLOW & BALANCE SHEET 2015 2016 2017 2018 2019 
Operating cash flow 32.0  24.5  25.4  66.6  38.9  
Free Cash flow 28.5  17.7  19.0  54.1  23.8  
FCF per share (p)   13.2  7.4  21.2  9.3  
Acquisitions 1.0  (11.3) 5.6  3.0  0.2  
Net cash flow 33.3  (12.0) 18.1  41.3  9.0  
Overdrafts / borrowings 20.2  15.0  24.3  26.5  187.8  
Cash & equivalents 59.3  47.2  65.3  106.6  115.7  
Net (Debt)/Cash 39.1  32.2  41.0  80.2  76.9  
IFRS 16 Lease liabilities     (149.1) 
Net (Debt)/Cash post IFRS 16      (72.2) 

      
NAV AND RETURNS 2015 2016 2017 2018 2019 
Net asset value 113.1  102.7  126.2  153.0  161.7  
NAV/share (p)  40.2  49.4  59.9  63.3  
Net Tangible Asset Value 113.1  87.2  111.3  138.6  147.8  
NTAV/share (p)  34.2  43.6  54.3  57.9  
Average equity 101.9  107.9  114.5  139.6  157.3  
Post-tax ROE (%) 21.8% 3.9% 31.3% 31.7% 24.5% 

      
METRICS 2015 2016 2017 2018 2019 
Revenue growth  9.3% 13.1% 20.3% 3.2% 
Adj EBITDA growth  6.7% 13.5% 16.3% 27.2% 
Adj EBIT growth  16.7% 12.7% 16.2% 10.6% 
Adj PBT growth  11.2% 7.8% 15.7% 0.4% 
Adj EPS growth    (40.9%) 13.7% 0.2% 
Dividend growth  N/A 65.0% 15.2% 9.9% 
Adj EBIT margins  14.2% 14.1% 13.7% 14.6% 

      
VALUATION 2015 2016 2017 2018 2019 
EV/Sales (x) N/A N/A 1.0 0.9 0.8 
EV/EBITDA (x) N/A N/A 7.1 6.1 4.8 
EV/NOPAT (x) N/A N/A 8.7 7.6 7.6 
PER (x) N/A N/A 9.7 8.5 8.5 
Dividend yield N/A N/A 4.9% 5.6% 6.1% 
FCF yield N/A N/A 5.5% 15.6% 6.8% 

 

Source: Company information. Financial guidance previously withdrawn. 
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To arrange a meeting with the management team, or for further information about Progressive, please contact: 
Emily Ritchie 
+44 (0) 20 7781 5311 
eritchie@progressive-research.com 
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