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2020 Vision



20/20 Vision….
For fighter pilots it is a minimum

But having 20/20 ‘visual acuity’ (correct term) does not necessarily 
mean you have perfect vision (as convention assumes); instead it 
indicates sharpness and clarity of  vision at a distance

It is measured by a Snellen Chart which displays letters of  
progressively smaller size and, where, 20/20 means that the test 
subject sees the same line of  letters at 20 feet that a person with 
normal vision sees at 20 feet (or 6 metres; but 6/6 didn’t catch on)

20/20 and similar (e.g. 20/200 is legal blindness) are called Snellen 
fractions, named after Herman Snellen, the Dutch ophthalmologist 
who developed the measurement system in the mid-19th Century

In turn, 20/15 is even better than 20/20; the former, perhaps, 
having the benefit of  hindsight…..



….20/20 Vision
In 20/19, a sharp-eyed UK Housebuilding Sector saw a 42% 

rise in value acuity; and generated a weighted and bright-eyed 
TSR or Total Shareholder Return of  56%

There were blurred lines of  Brexit letters along the way but, in 
Q4 (+18%), the bifocals were discarded - and the quarter 
included the Sector’s best ever daily rise in value, its best ever 
week and a new all-time high

No, 20/20 will not yield perfect vision and there will be HOAs 
or ‘higher-order aberrations’; but there will also be clarity, scale 
and distance for the industry this year

 Good eyesight is not taken for granted but it will prevail



UK Housebuilding Sector market value (£bn) daily in 2019
- red is low; blue is high -
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2019: optical value
In 2019, the stock market value of  the UK Housebuilding 

Sector rose £13.6 billion or 42.4% (2018: minus 27.2%)

It also hit a new record high on 16 December of  £47 billion 
(one of  only two goggle-free peaks); and it closed the year, 4% 
off  the top (the previous zenith was £44.3 billion on 24 
October 2017 )

Day-by-day, the Sector rose lens-like on 52% of  253 days and 
declined on the balance (48%); this included a record day on 13 
December (+11.4%) post-the-General Election

Month-by-month, too, the Sector was up in nine and down in 
three (March, May, August); whilst, quarterly, Housebuilders 
rose on three from four (the Luddite optician being Q2); with 
Q4 (+17.8%) best

Finally, week-by-week saw 27 up and 25 down; and Week 50 
showed a visual acuity record, encore, of  11.0%
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2019: sharp share prices 
 In the calendar year 2019, share prices of  the UK 

Housebuilders rose by an average 35.4% actual and 45.0% 
weighted by market capitalisation (in 2018, these values were 
legally blind at minus 23.1% and minus 26.7%)

 Top of  the chart were Inland (+61.5%) and Barratt 
(+61.3%), with little to separate them; the former on a major 
planning decision and the latter on being a household (sic) 
name

 A rejuvenated Bovis, together with Redrow, Bellway (both 
Steady Eddies) and Gleeson (low cost ophthalmic specialist) 
were no slouches either rising by 48% to 52%

 Irish opticians Cairn (+17.8%) and Glenveagh (+22.5%) did 
better too as expectations of  an orderly Brexit increased; 
albeit the third one, Abbey, paid the price of  lower interim 
results (note, too, that ex-the family and Fidelity, the free-float 
here is little more than 6%)
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Focus and perspective
The Sector’s trough was 7 July 2008 and the rise since then has 

been more than 1,300% (i.e. £42 billion); and the Sector is also 
79% above where it was in the immediate myopia following the 
Brexit referendum in June 2016

From the last 14 years, too, the Sector has risen in nine -
especially so in 2009 (+86%) - and fallen in five; especially so 
in 2008 i.e. minus 64%

Similarly, the Sector has risen in value in 24/35 quarters

In 2018, all four quarters were negative, whilst last year three-
from-four was positive i.e. Q1, Q2 and Q4 when no eye-tests 
were needed
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Q4/Q4: share prices
Housebuilders’ share prices rose smartly by an average 15.2% 

actual or 18.7% weighted in Q4

Countryside led from the front with a 35.5% on the back of  a 
sparkling set of  finals and a burgeoning orderbook

Worst were Abbey (+0.7%), McCarthy & Stone (2.7%) and 
Watkin Jones (+8.0%) on the back of  poor interims, a geriatric 
outlook and a big family share seller respectively

Earlier, too, we highlighted the match between the value of  
Housebuilders and the Euro versus the British Pound i.e. the 
exchange rate continues as a line of  sight to the Election result 
and prevailing Brexit vision. Note, too, the Sector and the 
Pound’s Q3 low and high were on the same days i.e. 8 October 
and 16 December. No lorgnettes needed



Relative eyesight in 2019 and Q4
Quarter on quarter, the Housebuilders were the best relative 

performer on the London Stock Exchange, as Snellen charted 
here, with a 45% rise; and the Sector also led in Q4 (+19%)

A recovering (from a beleaguered base) Construction and 
Building Materials was the next best with +42% and +14% 
respectively

The real estate sectors (REIS/REIT) and the FTSE 250 all 
rose in the year too by around 25%; and 11% to 18% in Q4

The All Share Index and the FTSE 100 were at the bottom of  
the table, however at +14% and +12% respectively in 2019; 
and +3% and +2% in Q4
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Peak value / FTSE 100/ Structure
At 31 December 2019, Housebuilders’ share prices were, on 

average, some 1,900% above the lows of  2008; and 44% up on 
more recent 52 week lows (weighted these viewing numbers are 
as 2,869% and 33% respectively)

The Housebuilders were also now just 9% below their 2007
peaks (13% weighted); plus they are only 5% and 6% off  52 
week highs on actual and weighted bases respectively

‘The Big Four’ housebuilders also continue in the FTSE 100 
and, on 02 January 2020, they placed as follows: Berkeley 
(number 77); T. Wimpey (75); Barratt (61); and Persimmon (53)

Together, these four account for 63.5% of  the Sector’s optical 
value
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Price-to-Book/TSR
The Housebuilders’ latest average Price-to-Book valuation 

was 1.75 on 31 December 2019 and 2.13 weighted

This included 6/17 companies at 2.0 or better including 
Watkin Jones with a long-sighted 3.86; and, a year ago, these 
core ratios were, shorter-sighted, at 1.46 and 1.60

Total Shareholder Return (TSR) for the Sector in calendar 
2019 was a staggering 45.0% actual and 55.5% weighted by 
market capitalisation

Barratt led the field with a TSR of  74.1% with close support 
from Bovis (71.2%), whilst Abbey (9.1%) and McCarthy & 
Stone (11.8%) were the laggards. None was negative

In calendar 2018, the Sector’s TSR was minus19.3% actual 
and minus 21.9% weighted
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Total Shareholder Return (%) in 2019
- average is 45.0% and weighted 55.5%; source: Bloomberg -
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Price Earning Ratio (PER)
The Housebuilding Sector’s prospective PERs are 11.1x in both 

2019 and 2020 followed by 10.1x in 2021(sample of  eight) based on 
consensus forecasts

Average earnings growth is forecast at 1.7% in 2019 and at minus 
0.3% in 2020; and, based on eights forecasts in 2021, earnings 
growth is 8.7%

Berkeley has proffered guidance for a sharp prospective drop in 
pretax profit of  one third in fiscal 2020 (i.e. the consensus is minus 
30%) - which impacts the average

For the record, trailing 12 month PERs for the FTSE 100, All 
Share Index and FTSE 250 range from 17.6x to 22.6x; which 
compares with the Sector’s 11.2x on same basis

Note, too, Cairn and Glenveagh are excluded due to losses or 
minimal earnings at this point; and Telford has been taken over and 
is excluded (and a significant dip in earnings current year was 
expected here)
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Dividend Yield
In 2019, the UK Housebuilding Sector average prospective 

yield is 4.9% followed by 5.1% in 2020 and 4.3% in 2021 
(sample of  eight) - with dividend cover at 2.6x, 2.3x and 2.7x 
respectively

A number of  companies has committed to enhanced 
dividend payments which means that there are two companies 
with prospective yields between 8% and 10% (see chart)

For the record, the UK equity market yields between 3.0%
and 4.4% historic with average cover of  1.4x; which compares 
with 4.7% and 2.8x for the Housebuilders

Here the FTSE 100, 250 and All Share represent the UK 
equity market; and all calculations are made at the London 
Stock Exchange (LSE) close on 31 December 2019
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Test Results in Q4
In Q4 there were two sets of  final results and two interims 

plus more than a dozen trading updates from 17 Sector 
companies (note, too, Telford was taken over by CBRE)

Average individual pretax profit for the Q4 reportees dipped 
7% together with average individual EBIT margins off  80 
basis points from 21.7% to 20.9% - on revenue 5% lower at 
£5.7 billion

EPS decreased 5.1% on average whilst dividends were raised 
17% (or 5% ex-Countryside) with average individual cover 
easing from 2.9x to 2.04x

Orders were unchanged from a sample of  two comprising 
Bellway off  11% and Countryside up 12%

Average individual ROCE was reduced by 430 basis points to 
20.5% (versus 24.8% last time); with Capital Turn reduced a 
touch or two at 1.03x (versus 1.21x)



Q4 Profit & Loss

Date Company Event Period Pretax profit (£m) PBT EBIT margins Orders DPS DPS cover*
ending Old New % chge Old (%) New (%) % chge % chge Old New

06-Dec Abbey (Euro)* Half Year 31-Oct 24 22 -10 21.6 20.7        - 11 10.1 8.2
06-Dec Abbey (GBP)* Half Year 31-Oct 21 19
15-Oct Bellway Full Year 31-Jul 647 663 2 22.1 21.0 -11 5 3.0 2.9
06-Dec Berkeley* Half Year 31-Oct 401 277 -31 24.3 27.5 0 0 2.3 1.6
21-Nov Countryside Full Year 30-Sep 201 224 11 17.2 16.5 12 51 3.3 2.5

TOTAL (£m) 1270 1182
Individual average change (%); & cover (x) -7 0 17 2.9 2.4
Sector average change (%); & cover (x) -7 17 2.9 2.6
Individual average margin (%) 21.3 21.4
Sector average margin (%) 21.7 20.9

Notes:
(i) Pretax profit numbers are are net of exceptionals and subject to adjustments where required
(ii) EBIT is Earnings Before Interest and Tax; DPS is dividend per share
(iii) Abbey is Irish-domiciled but only GBP included in PBT column; it also paid 100 cents special DPS in H1 2018
(iv) *Abbey's DPS cover is excluded from averages
(v) Bellway metrics are ex-£5.9m Grenfell exceptional in 2018
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Q4 Balance Sheets

Date Company Event Period Net Assets (£m) Net (Debt)/Cash (£m) Gearing Gearing ROCE^ ROCE^ Capital
ending Old New Old New Old % New % Old % New % Turn (x)

06-Dec Abbey (Euro)* Half Year 31-Oct 356 375 95 108 -27 -29 13.4 11.9 0.6
06-Dec Abbey (GBP)* Half Year 31-Oct 316 323 84 93
15-Oct Bellway Full Year 31-Jul 2,557 2,921 99 201 -4 -7 25.5 23.1 1.1
06-Dec Berkeley* Half Year 31-Oct 2,671 3,047 860 1061 -32 -35 26.3 14.9 0.5
21-Nov Countryside Full Year 30-Sep 614 728 45 74 -7 -10 34.0 32.0 1.9

TOTAL (GBP) 6,158 7,019 1,088 1,428
Individual average change (%) 10
Sector average change (%) 14
Individual average ROCE (%) adjusted 24.8 20.5 1.0
Sector average ROCE (%) adjusted 26.4 21.3 1.0
Individual average gearing (%) -17 -20
Sector average gearing (%) -18 -20

Notes:
^ ROCE is return on capital employed; and adjusted where required for half year, goodwill etc.
(iii) Abbey is Irish-domiciled but only GBP included in asset and net debt columns
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Economics 1: visual measures
GDP (revised) growth in volume terms year-on-year was 

1.1% to Q3 2019 (vs Q3 2018) which compares with the 
previous estimate of  1.0%. Consensus forecasts remain in a 
1% to 2% band 2020 through 2022

Unemployment was 3.8% in the October Quarter -
unchanged on Q3 and 0.3% lower than a year ago. At the 
same time, though, job vacancies fell below 800,000 for the 
first time in two years

Average earnings growth slowed in October to 3.5% for 
regular pay which, in real terms, translated to 1.8%

CPI on a 12-month basis was 1.5% in November 2019, 
unchanged from October 2019 but off  from 2.3% a year ago

Retail sales: in the three months to November 2019, the 
quantity of  sales eased back by 0.4% quarter-on-quarter and 
0.6% month-on-month; albeit these data exclude Black Friday 
(29 November)



Economics 2: mortgages/sales
UK Finance (UKF) represents the high street banks and two 

thirds of  the UK mortgage market. Its data show new 
mortgages up 7.1% in the first 11 months of  2019 (to 
475,338) versus the same period in 2018. At the same time, on 
the same basis, re-mortgages are up 8.5%. Way to go

Bank of  England data was less robust showing new 
mortgages in first 11 months of  2019 a touch higher (i.e. 
0.7%) as were re-mortgages (+0.6%). In November itself, new 
mortgages (64,994) were 1.4% higher year-on-year and +0.5% 
to the good month-on-month; re-mortgages, however, were at 
minus 0.8% and minus 5.0% respectively

Residential transactions in the UK were up 3.2% in 
November 2019 (105,050) against October and 1.9% year-on-
year on a seasonally basis (no blurring)



Economics 3: NHBC
The National Housebuilding Council says the number of  new 

house registrations in November increased 7% to 16,175 units; and 
within this tally private registrations eased back 3% to 16,175 - with 
affordable/rental soaring 34% to 5,513

Turning to the November Quarter, total registrations in the three 
months September-October-November 2019 also rose, this time by 
2% to 44,361 versus the same period 2018. Again, though, there was 
a push/pull with private units 7% lower at 30,416 whilst 
affordable/rental were again bright-eyed at plus 28% to 13,945

Regionally, too, there was more positive news from London, where 
total registrations in the November Quarter leapt by 34%; note, too, 
the West Midlands and Eastern regions jumped by 53% and 30% 
respectively

NHBC CEO Steve Wood said that resilience in new home numbers 
should give some confidence going into the New Year



UK Construction Output: % change first-10-months of  2019 vs same in 2018
- (% change derives from GBP million in real terms; seasonally adjusted. By sector: Commercial; Industrial; Public Works; Repair, 

Maintenance & Improvement; Private Housebuilding; Infrastructure; and Public Housebuilding) -
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Construction Orders: % change first-three-quarters of  2019 vs same in 2018
- (% change derives from GBP million in real terms; seasonally adjusted. By sector: Commercial; Industrial; Public Works; Repair, 

Maintenance & Improvement; Private Housebuilding; Infrastructure; and Public Housebuilding) -
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*where Building Value is an advisor

Economics 4: ONS/Experian
Total UK Construction Output in the first 10 months of  

2019 was 1.8% higher than the same period last year 
(including a weather-affected October). This also included 
gain from both Private (+3.3%) and Public Housing (visual 
acuity rising by an astonishing  15.4%)

New Orders, however, in first three-quarters of  2019 dipped 
1.6% year-on-year with only 3/4 sectors positive. Here, too, 
the dip in orders from both Private (minus 8.5%) and Public 
Housing (minus 12.1%) are ‘high order aberrations’

Experian* says that Private Housing Output is forecast to 
rise 8.2% over the three years 2020, 21 and 22, whilst the 
much-smaller Public Sector is set to grow 13.4% over the 
same three years (see over). Other Sectors also rise (especially 
Infrastructure) although not Commercial



Output growth by Sector over three years 2020, 2021 & 2022F
- total real % change; sourced from Experian (assumes orderly Brexit) -
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Economics 5: IHS Markit
Unsurprisingly, the latest IHS Markit CIPS UK Construction 

Total Activity Index for December last year pointed to another 
sharp reduction in construction output i.e. it reduced from 
45.3 in November to 44.4 in December (data were gathered 5 
through 20 of  the month)

Note, too, that the current period of  falling business activity 
across the construction sector is the longest recorded by the 
survey for almost a decade. Civil engineering was by far the 
worst-performing category with commercial work also off. 
Housebuilding dropped for the seventh month running, albeit 
the rate of  decline was only modest

 But there was one vision of  sunshine i.e. construction 
companies indicated that their optimism towards the year-
ahead business outlook rebounded to a nine-month high. And, 
“a number of  firms suggested that greater clarity in relation to 
Brexit had the potential to boost order-books in 2020”



An eye on house prices
Nationwide: Nationwide: house prices in 2019 rose 1.4% to 

an average of  £215,282; and this is the first time for 12 
months that inflation has been above 1% (in November, the 
annualised gain was 0.8%). In 2020, it expects prices to be 
broadly flat versus RICS at 2% and the Halifax at 1%-to-3%

Rightmove: is predicting 2% house price inflation in 2020 
(2019: +0.8%) “as majority government gives home-movers a 
window of  certainty for an active spring moving season”. At 
the same time, demand for property remains resilient as the 
year turns, although lack of  supply is a concern

Reuters said in its November poll that UK house prices 
would rise 1.5% in 2020 and 2.3% in 2021. This is based on 
the ruminations of  27 contributors, including Building Value, 
and incorporates negative growth in London this year (minus 
1.5%) and a flat year in 2020



Vision 1
From 1862 onwards, the eponymous Snellen Chart to study 

visual acuity became the global standard; and, since inception 
has sold more copies, in the US, than any other poster

As noted, too, 20/20 is a Snellen fraction, calculated by the 
chart, in which the numerator refers to distance and the 
denominator refers to size (these two are always important); 
and 20/20 is popularly regarded as perfect vision

It is not, of  course, but it is pretty damned good; and good 
enough to fly jets in combat

The UK Housebuilding Industry’s visual acuity developed in 
20/19 and in 20/20 will be even better, especially with the view 
towards earnings growth nudging double digits in 20/21



Vision 2
In the Spring of  last year, though, Housebuilders still had their 

goggles on

And yet, on 28 May, a clear-eyed Greg Fitzgerald and Bovis 
announced they were interested in buying Galliford Try’s 
Linden Homes and its Partnerships & Regeneration unit

“Be greedy when others are fearful”

On 3 January, the £1.1 billion share-and-cash deal was 
consummated at no obvious premium for control i.e. 5.5 times 
historic EBIT. Vision Express

Simultaneously, Bovis’s market capitalisation rose £911 million 
on new shares the same day; note, too, that Galliford retains a 
29.3% stake in Bovis



Vision 3
As is well documented, too, Greg was man and boy at 

Galliford Try and CEO for 11 years - and then Chairman

And, for good measure, current Galliford CEO (Graham 
Prothero) has removed his spectacles to join his former boss as 
COO

And the final lens polish, is a change of  name

Bovis and Linden will remain the same in the marketplace but 
the Topco will morph from Bovis to Vistry: enigmatic; secular; 
and possessing 20/20 vision



“In 2020, the year of  perfect vision, the old will outnumber the young”

Maggie Kuhn



Legend
Name Ticker Value (£m)     Price (p)   52 week low (p)  52 week high (p)

Abbey ABBY 250 1,410.00 1260.00 1530.00

Barratt Developments BDEV 7,602 746.60 437.50 776.40

Bellway BWY 4,690 3,807.00 2486.00 3896.00

Berkeley Group BKG 6,117 4,859.00 3382.00 5292.00

Bovis BVS 2,014 1,358.00 842.60 1401.00

Cairn Homes CRN 820 126.00 0.95 147.00

Countryside CSP 2,048 455.20 275.60 477.00

Crest Nicholson CRST 1,109 431.80 322.60 469.00

Gleeson GLE 528 955.00 610.00 970.00

Glenveagh GLV 641 87.00 0.59 0.92

Inland Homes INL 173 84.00 51.50 84.50

McCarthy & Stone MCS 801 149.00 121.40 159.90

Persimmon PSN 8,594 2,695.00 1802.50 2950.00

Redrow RDW 2,624 745.00 477.50 765.00

Springfield Properties SPR 136 141.50 97.50 144.00

Taylor Wimpey TW 6,343 193.40 125.57 202.10

Wakin Jones Group WJG 621 243.00 195.40 250.50

Itallics denotes Euros

(i) CPI = Consumer Price Index and ROCE = Return on Capital Employed;
(ii) REIS / REIT = Real Estate Investment & Services / R E Investment Trusts;
(iii) TSR is Total Shareholder Return; .
(iv) Share prices are at 31/12/2019 and sourced from Bloomberg;
(v) Adjustments have been made to share prices, where appropriate;
(vi) Selected stocks are excluded from charts and Sector averages; and
(vii) Other adjustments have been made to reported numbers and metrics.



Disclaimer

Copyright 2020 Building Value Ltd (BVL). The information herein was 

obtained from various sources; we do not guarantee its accuracy or completeness. 
Neither the information nor any opinion expressed constitutes an offer, or an 
invitation to make an offer, to buy or sell any securities or related products. 

Similarly, neither BVL nor any of  its directors, agents or employees makes (or 
is authorised to make) any representation or warranty (express or implied) or 
shall have any responsibility or liability in respect of  any of  the information 

contained herein. You must make your own independent assessment and rely on 
your own judgment in reaching any conclusion.



the independent strategic advisor to the building,
construction, real estate & support services sectors

Contact: Tony Williams

Telephone: +44 (0) 7810 883 145

awilliams@buildingvalueltd.com

www.buildingvalueltd.com


