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The only certainty is uncertainty…
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“Britain’s middle classes feel the pinch in 

cost of living crisis”

Financial Times – 21 Apr 23

“Bank of England hikes interest rates by 

25 basis points after inflation surprises”

CNBC – 23 Mar 23

“FY23 outlook uncertain; homebuyer 

confidence and mortgages critical to 

the health of the UK housing market”

Barratt Developments – 11 Jan 23

“First Republic taken over by JP Morgan 

as third US bank falls'”

The Telegraph – 1 May 23

“Global economy faces weakest growth 

in 30 years, warns IMF”

The Times – 6 Apr 23

“Ukraine ‘ready’ to talk to Russia on 

Crimea if counteroffensive succeeds”

Financial Times – 5 Apr 23



Voting intention survey on general election
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Source: Redfield & Wilton Strategies as of 16-Apr-2023
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The highest dividend yield…The lowest price/earnings multiple…

Is the UK market “good value” or “cheap for a reason”?
The UK market has traded at a discount for several years…
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Source: Capital IQ and Bloomberg as of 21-Apr-2023

1. Forward dividend yield as of 21-Apr-2023

2. Average forward dividend yield between 01-Jan-2018 and 31-Dec-2018

Rebased forward P/E multiple (Apr-2018 = 100) The UK market continues to have the highest yield across developed markets
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The UK market continues to trade at a discount

4Source: Capital IQ as of 21-Apr-2023

Note: Chart shows rebased share prices (Apr-2018 = 100)
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Cautious debt markets … market is “risk-off”

5Source: LCD, S&P, Advantage Data as of 23-Apr-2023

1. Represents annual new issuance volume for 2019 to 2022 and YTD as of 23 April for 2023

Year to date debt issuance down 30%… Yields widened since January 2022
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As of Q1-2023. Rate for a new 2-Year 

Fixed Rate Mortgage is ~5%2
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Will mortgage availability and cost impede sector recovery?
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Source: Analyst Research, Nationwide, UK Government

1. Mortgage rate calculated as average across fixed, variable and LTV categories, as reported by the Bank of England

2. Per Moneyfacts as of 21-Apr-2023

UK Monthly Number of Approvals (BoE) UK Mortgage Rates (Bank of England)



Three “shocks” to the sector – 2016 referendum; 2020 lockdown; 2021/22 sell-off…; interest 
rate hikes causes sector sell-off…
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Source: Bank of England, Capital IQ as of 21-Apr-2023

Note: Chart shows share price performance from 1-Jan-2009 – 21-Apr-2023

1. UK Homebuilders Index includes Barratt, Bellway, Berkeley, Crest Nicholson, MJ Gleeson, Persimmon, Redrow, Taylor Wimpey, Vistry Group and Galliford Try (share price until sale of Linden Homes and Partnerships & Regeneration businesses transaction 

completion on 02-Jan-2020)
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Majority of sector in negative territory but strong recovery since October 2022
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Source: Capital IQ as of 21-Apr-2023

Note: Chart shows share price performance from 21-Apr-2022 – 21-Apr-2023

1. Excludes FTSE 100 and FTSE 250

Last 12 Months
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Miller and Keepmoat bonds trade below issue price…
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Source: Thomson Eikon as of 21-Apr-2023 

1. Miller €465m Floating Rate Senior Unsecured Note was issued on 09-May-2022 at E + 5.25% interest rate. Matures on 15-May-2028

2. Miller £425m Fixed Rate Senior Secured Note was issued on 09-May-2022 at 7.0% interest rate. Matures on 15-May-2028

3. Keepmoat £275m Senior Secured Fixed Note was issued on 20-Oct-2022 at 6.0% interest rate. Matures on 31-Oct-2027
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Valuations have compressed and differentiation narrowed
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Source: Capital IQ as of 21-Apr-2023 and 14-Mar-2021 respectively 

Note: Financials Calendarized for December year-end; Bubble size is proportional to market value; ROCE calculated using average TGAV; public peers forecasts are based on Thomson 

Eikon consensus estimates
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Depressed valuations despite no leverage, high ROCEs and high margins
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Source: Capital IQ as of 21-Apr-2023

Note: All financials calendarized for December year-end

1. ROCE calculated as EBIT / average TGAV where TGAV equals TNAV plus net debt
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Unprecedented corporate activity in 2021 – A vote of confidence… 2022 and 2023 
far more subdued…
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Source: Mergermarket, Company information, Press releases
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Key lessons from a frenetic 2021
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Most active year in the sector ever 1 Over c. £4,500m invested since Jan-2021

Real auction tension in most sale processes 2 Driven by Private Equity participation

High values achieved 3 Significant premium to gross asset values

Limited participation by the large strategic players 4 Focuses on buying land in the open market

New owners entering the market5 Will lead to further corporate activity



Reasons to sellReasons to buy

Corporate activity will return…
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Trough valuations

Positive long-term sector dynamics

Government support – Tory vs Labour

Tight land market

Sector better than anticipated

“Long list” of motivated buyers with capacity

Tight land market

Medium term Government support

Threat of higher taxation



Key issues in the sector
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Mortgage availability2

Impact of modern methods of construction? And traditional construction?4

Merits of vertical integration and horizontal diversification?3

Sustainability5

Government and housing policy?1

Competition investigation6

Election…7
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