(Updated – 12 November 2021)

Weekly Construction Update
LATEST INFORMATION
1) ONS Construction Output (September 2021):
Construction output in September 2021 was 1.3% higher than in August, 7.2% higher than a year ago (as
activity was still recovering after the initial lockdown) and also 1.8% lower than in January 2020 (preCovid-19). Interestingly, UK construction still had 92,700 employees on furlough at the end of
September despite the sharp recovery in construction output following the initial lockdown in Spring
last year but the number of construction employees on furlough has fallen every month from 263,000 at
the start of this year to 92,700 at the end of September despite the ONS reporting that construction
output fell between March and August.
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Looking across the key sectors, there remain concerns regarding the data. ONS reported that
infrastructure output in September was 1.5% higher than in August, 29.2% higher than in March and
41.7% higher than in January 2020 despite main works not having ramped up on HS2 yet. In addition, the
ONS also reports that private housing output in September was 1.3% higher than in August but 10.2%
lower than in March and 8.6% lower than in January 2020, which is not what major house builders have
been reporting to the CPA.

2) ONS Construction New Orders (2021 Q3):
Construction new orders in 2021 Q3 were 9.2% lower than in Q2 and 5.5% lower than the average of
2015-18 but 5.9% higher than the average of 2019 (although note new construction investment in 2019
was affected by political/economic uncertainty) according to the ONS.
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The quarterly decline in 2021 Q3 was primarily due to falls in new orders in commercial (-22.1%) and
industrial (-6.3%), partially offset by rises in new orders in infrastructure (25.5%), housing (5.3%) and
public non-housing, schools and hospitals, (14.2%).

The fall in construction new orders in Q3 compared with the average of 2015-18 is primarily due to the
large HS2 orders in 2017 so infrastructure orders were coming from a high base (and inevitably Q3 had
a sharp decline in infrastructure orders).

3) RICS Residential Market Survey (October 2021):
The RICS UK Residential Survey results point to another small dip in sales. However, with demand
picking up slightly and near-term sales expectations modestly positive, sales may stabilise going forward.
The lack of available supply continues to underpinning strong house price growth.

At the headline level, a net balance of +10% of contributors noted an improvement in new buyer
enquiries over the latest survey period. This is up from a neutral reading of +1% previously and signals
the first outright rise in buyer demand since June. Although buyer enquiries picked up, this has yet to
translate into an upturn in sales.
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Nationally, a net balance of -9% of respondents reported a reduction in agreed sales during October,
marking the fourth consecutive negative reading but it is up from -13% in September. Sales expectations
for the coming three months remain slightly positive, with the net balance coming in at +10% (little
changed from +12% previously). At the twelve-month horizon, the headline sales expectations net
balance of +4% is indicative of a flat to marginally positive trend anticipated. Some parts of the UK are
expected to see a firm rise in transactions, with the North of England, London, Scotland and Northern
Ireland all displaying a more upbeat twelve-month outlook than the headline average.

Average stock levels on estate agents book have fallen from close to 42 in March to just 37. The lack of
supply available on the market is not only holding back sales momentum, but it also a significant factor
behind house price growth being sustained at a strong rate. Indeed, during October, a headline net
balance of +70% of respondents saw an increase in house prices, with the pace of growth similar to the
past three months. Furthermore, virtually all regions/countries of the UK continue to see sharply rising
house prices. With regards to the twelve-month outlook, a headline net balance of +69% of respondents
still foresee a further increase in house prices, with this measure showing no sign of easing over recent
months. Again, all parts of the UK are expected to see house prices continuing to rise over this
timeframe.
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4) Savills UK Residential Property Market Forecast (November 2021):
Savills’s latest forecasts assume that the Bank of England raises rates twice in 2022, bringing them to
1.5% at the end of 2026 forecast period before plateauing at 1.75% at the end of 2027 (beyond the
forecasting period). For consumers, this could result in a double impact; an increase in variable rates and
a higher premium to secure a fixed rate, though in part this will depend on the appetite of lenders.

It forecasts the average UK house price to will rise by 13.1% over the next five years with growth of
3.5% in 2022 and 3.0% in 2023 before growth of 2.5% in 2024 and 2.0% in 2025. Growth beyond that
would limit the profile of people able to buy. Within this, the strongest house price growth is expected
to be in the North West and Yorkshire & Humber, with house prices rising by 4.5% in 2022 and 4.0% in
2023 in both regions.

The slowest house price growth is expected to be in London with house prices forecast to rise by 2.0%
in 2022 and 1.5% in 2023 although note that Prime Central London house prices are forecast to rise by
8.0% in 2022 and 4.0% in 2023 as buyers are less dependent on mortgage borrowing and less exposed
to rising interest rates.

5) Taylor Wimpey Trading Update (November 2021):
Taylor Wimpey reported that the UK housing market has remained positive in the second half of 2021.
Its sales rate was 0.91 homes per outlet per week in the second half of the year to date compared with
0.76 in 2020 and 0.93 in 2019. It had at 8 November 2021 a total order book, excluding joint ventures,
of £2.8 billion compared with £3.0 billion in 2020 and £2.7 billion in 2019 representing 10,643 homes
currently compared with 11,530 homes in 2020 and 10,486 in 2019.

It continued to see house price inflation fully offsetting build cost inflation (due to certain materials and a
general shortage of drivers for haulage). It also reported that market conditions remained supportive for
new build homes, with continued low interest rates, good mortgage availability, and ongoing
Government support for the housing market, particularly for first time buyers. It stated that it remains
on track to deliver an operating margin target of around 21-22% in the medium term with modest
growth in completions in 2022, followed by more significant outlet driven growth in 2023.
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6) Persimmon Trading Statement (November 2021):
Persimmon reported that it expects a 10% increase in legal completions in 2021 compared with 13,575
legal completions in 2020 and £1.15 billion of forward sales reserved beyond the current year compared
with £0.95 billion in 2019.

It stated that demand for newly built homes continues to be healthy and the market has taken the
changes in the Government's Help to Buy scheme and the stamp duty regime in its stride whilst 50% of
its private homes were sold to first time buyers. The fundamentals of the UK housing market remain
strong with good levels of consumer demand and confidence, mortgage availability and low interest
rates.

It is targeting a return to 2019 volume levels in 2022 and it also reported that build cost inflation this
year is around 5.0%.

7) Redrow AGM Statement (November 2021):
In its AGM statement, house builder Redrow reported that the value of net private reservations in the
19 weeks to 5 November 2021 was 2% above the prior year whilst the private revenue per outlet per
week was £309,000 compared to £298,000 last year and reservations per outlet per week for the
period were “a more normal 0.68 compared to the unusually high 0.75 last year”. Help to Buy
accounted for only 9% of private reservations in the period.

An increasing desire of customers to personalise their homes, and general house price inflation, resulted
in the average selling price of private reservations for the first 19 weeks being up 14% on the equivalent
period last year at £453,000 (2021: £398,000).

It estimated that overall build cost inflation will be around 5% for the current financial year.

Homes turnover for the 19 weeks to 5 November 2021 was 4% below “the exceptional level” last year
at £666 million compared with £690 million in 2021 and the total forward order book is a record £1.51
billion compared with £1.48 billion in 2021. It expects turnover for 2022 to be around £2.1 billion and
operating margin to be around 19%. As a result of a strategy to grow the business outside London, it
expects to deliver results in the 2022 financial year approaching those achieved in 2019.
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EXISTING INFORMATION – Construction
IHS Markit/CIPS UK Construction PMI (October 2021): The IHS Markit/CIPS UK Construction PMI was
54.6 in October, up from 52.6 in September. 50.0 = no change illustrating growth and there has been
growth over the past nine months. Employment numbers also increased at a sharp and accelerated pace
in October. More than half (54%) reported longer delivery times among suppliers in October, while only
2% saw an improvement. Delays were overwhelmingly linked to haulage driver shortages and
international shipping congestion. However, the number of construction firms reporting longer wait
times for supplier deliveries was down from 63% in September and a peak of 77% in June. Mirroring the
trend for supplier delays, latest data signalled another steep rise in input costs, but the rate of inflation
slipped to a six-month low. Around 73% of the survey panel reported an increase in purchase prices in
October, which was attributed to rising energy and commodity prices as well as raw material shortages
and a lack of transport availability.

The house building PMI was 55.4, illustrating further growth and at an acerating rate compared with September (52.8) and provided the fastest growth across the three key sectors in the PMI. The latest increase in residential work was the strongest for three months. The commercial PMI was 55.2 in October, providing further growth on September (53.6) with survey respondents citing a sustained boost
from looser pandemic restrictions. Meanwhile, the civil engineering PMI was 51.4, reflecting only marginal growth again in October after a PMI of 51.0 in September.
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IPA National Infrastructure and Construction Pipeline (September 2021): The Government published its
latest updated National Infrastructure and Construction Pipeline 2021 in pdf and excel (detailed
breakdown) formats with a detailed list of infrastructure projects on the ground and those to come
over the next 10 years by type of project, sector, capital expenditure, timings, region etc. As ever, the
key will be whether government delivers on the major infrastructure projects in the pipeline to time
consistently, which would allow firms to justify large upfront investments in the essential capital, skills,
digitalisation, modern methods and capacity that will be needed to deliver the pipeline effectively.

Bank of England Agents' summary of business conditions - 2021 Q3: The Bank of England published its
Agent’s Summary of Business Conditions for various industry sectors including construction and the
housing market. On the construction industry, the Bank of England reported that construction activity in
2021 Q3 was above pre-pandemic levels but was curtailed by supply-chain issues that affected the
availability of materials and, to a lesser extent, by labour shortages. As a result, there were some
reports of companies having to turn down work. Construction of private housing remained strong, with
home improvement and repair and maintenance activity also supporting output. However, contacts said
that materials shortages were causing delays to projects being started and completed.

Private commercial development activity was mixed: demand was weak among sectors that had been
adversely affected by the pandemic, such as retail, hospitality and higher education, where construction
activity was mostly focused on essential repair and maintenance work.

By contrast, construction activity was strong in logistics and warehousing and IT-related sectors. There
were some signs of demand increasing for office refurbishments. Public infrastructure projects continued
to support construction output, but there were reports of some delays in contracts being awarded,
while budget constraints weighed on demand from local authorities.

The Bank also stated that order books in general were strong, but uncertainty over materials costs and
shortages were deterring some construction firms and clients from competing for tenders or from
putting out contracts to tender, which could weigh on future output.

On the UK housing market the Bank of England reported ongoing strong demand for housing and a
shortage of properties for sale in most parts of the UK. However, demand was reported to have eased
slightly following the end of the Stamp Duty holiday. Demand for homes continued to be supported by
homebuyers seeking more living space, an accumulation of savings during the pandemic, and favourable
lending conditions, including low mortgage rates and an increased availability of high loan to value
mortgages. Demand for rental property also remained strong in most parts of the UK, causing rents to
increase.
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BEIS UK-EU Trade Volumes in Construction Products (2021 Q2): UK construction products import
volumes from the EU in 2021 Q2 rose by 11.4% compared with Q1 (which was immediately following
the end of the Brexit implementation period). However, imports of construction products from the EU
in 2021 Q2 remained 10.9% lower than in the same quarter two years ago (2019 Q2) and 8.8% lower
than the average level between 2016 and 2018 prior to Brexit deadline uncertainty and Covid-19-related
issues. This is despite a lack of availability of some imported construction materials and products. It is,
however, in line with indications the CPA has that, immediately following the end of the implementation
period in 2021 Q1, large firms experienced some initial disruption but had largely sorted out processes
to deal with import issues. However, small firms importing continue to report some difficulties and
additional costs importing into the UK.

The greater trade issues for firms appear to be for UK construction products exports to the EU.
Although UK construction products exports to the EU in 2021 Q2 were 36.1% higher than in Q1, this
largely reflects the lower base given that exports fell by more than half during the first quarter, and
exports in Q2 remained 38.7% lower than during the same quarter two years earlier and 23.3% lower
than during the average of 2016-18. The greater impact on UK exports to the EU, compared with UK
imports from the EU, is partly due to the increased admin and cost associated with exporting to the EU,
which has implemented full checks on goods, whilst the UK was initially not going to implement full
checks until 1 October 2021 but this week the government announced that it would now not be
implementing full checks until July 2022 (customs declarations and controls will be introduced on
January 1 2022 but safety and security declarations will not be needed until July 1 2022). It is also partly
affected by the appreciation in Sterling vs the Euro over the past year has also increased the cost of UK
exports to the EU, exacerbating the impacts of the increased export admin and costs.
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BEIS UK Construction Materials Price Inflation (September 2021): UK construction materials annual
price inflation in the 3 months to September 2021 was 22.4% according to BEIS although clearly the cost
rises vary considerably by material.

The fastest inflation rates remaining in primarily imported products due to high global construction
demand such as timber (and timber-related products) and steel (and steel-related products).
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UK Construction Vacancies (September 2021): UK construction vacancies in September 2021 reached
an all-time high of 43,000 according to the Office for National Statistics (ONS), 45% higher than three
months earlier and 63% higher than the average in 2019, pre-Covid-19, due to the skills shortages
currently in UK construction.

Interestingly, there were still 100,700 UK construction employees on partial or full furlough in August so
it will be interesting to see to what extent those on furlough lead to falls in vacancies after the furlough
scheme ended on 30 September as that will be as close as we get to a proxy measurement of how many
people in construction have been on furlough but doing work anyway (either for their own organisation
or others).

RIBA Future Workloads Trends Survey (September 2021): In September, the RIBA Future Trends
Workload Index remained firmly in positive territory and rose slightly, with a balance figure of +21. This
is a three-point increase on August’s balance figure of +18. 32% of practices expect workloads to grow
in the coming three months, whilst 57% expect them to remain the same and only 11% of practices
expect workloads to decrease.

On balance, all regions and practice sizes remain confident about future workloads. Workload growth is
expected in three of the four monitored sectors, (housing, commercial and public) with only the
community sector expected to contract. However, concerns about shortages of materials and labour
continue. These shortages are feeding project cost inflation so making current projects exceed budget,
and future projects potentially unviable.
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In terms of practice size, region and sector: The outlook of small practices (1 - 10 staff) remains
optimistic. September saw more small practices anticipating growth, with a balance figure of +19, up
from +16 in August. Confidence among large and medium-sized practices (11 - 50 and 51+ staff) remains
very strong but has softened slightly. The September balance figure for mid to large-sized practices was
+34, down two points from August’s figure of +36.

For the seventh successive month, all regions expect workloads to grow over the next three months.
Whilst some regions are growing in optimism this month, others have seen a marked fall. Optimism in
London has consolidated. After posting a balance figure of +12 in August, the workload index figure in
the capital rose by 14 points in September to +26. The South of England and the Midlands and East
Anglia both remain optimistic, however, both regions have seen confidence fall back sharply this month.
In the South of England, the balance figure has fallen 16 points from +20 in August, to +4 in September.
In the Midlands and East Anglia, the fall is 14 points, from +17 to +3. The North of England (+41) and
Wales and the West (+28) are increasingly confident about future workload.

In September, the private housing sector posted a balance figure of +23, a two balance-point increase on
last month’s figure. The commercial sector held steady this month to again return a balance figure of
+10. In September, the public sector recovered from last month’s dip into negative territory, with a
balance figure of +5. The community sector remains in the doldrums with another negative balance
figure this month (-1). It is now 19 months since the sector saw a positive balance figure.
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BEIS UK Brick Sales (September 2021): UK brick sales (which are a useful proxy measure for house
building and residential refurbishment) in September 2021 were 7.8% higher than in August 2021 and
5.0% higher than a year earlier according to BEIS although the monthly change is compared with a
generally quiet August (given holidays etc.) and a year ago isn't a great reference point as house building
starts were slower to recover from the initial lockdown as house builders focused more on
completions. A better comparison is that UK brick sales in September 2021 were 4.3% higher than the
average of 2019. Housing demand is currently not the key issue as it remains high even after the tapering
of the stamp duty holiday and more constrained Help to Buy. Supply continues to tighten. UK brick
stocks in September 2021 were 20.5% lower than a year ago and 31.4% lower than two years earlier
although 166.5 million bricks still remain in stock.

It is worth noting that year-to-date (January to September) UK brick sales in 2021 were 37.0% higher
than in 2020 and 3.7% lower than in 2019.
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Bank of England UK Mortgage Approvals (September 2021): There were 72,645 mortgage approvals in
the UK during September according to the Bank of England, which is 2.1% lower than in August and
22.2% lower than one year ago (note that August last year was artificially boosted by the pent-up
demand from the initial lockdowns coming through plus it was after the Stamp Duty holiday was
announced).

A better reference point is the average number of mortgage approvals between 2018 and 2019. UK
mortgage approvals in September 2021 were 11.1% higher than the average of 2018 and 2019 although
there is clearly a trend in mortgage lending back towards the long-term average after the distortions due
to the initial lockdown, the pent-up demand coming through and the short-term policy stimulus.
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HMRC UK Property Transactions (August 2021): UK property transactions in August 2021 were 32.0%
higher than in July (which was immediately following the end of the unrestricted Stamp Duty Holiday and
the start of its tapering on 1 July) and 20.9% higher than in August 2020 (when transactions were still
recovering following the end of the initial lockdown in mid-May 2020). Transactions in August 2020
were 1.0% lower than the average of between 2018 and 2019.

Over the longer-term, transactions have returned broadly back to pre-Covid-19 levels but they have
been volatile over the last year due to policy distortions and further monthly volatility would be
expected over the next 6-9 months before they return back to long-term trend levels for a sustained
period.
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UK property transactions so far this year (January to August) were 77.1% higher than in 2020 and 34.8%
higher than in 2019 (left chart). If transactions continue at August levels for the rest of the year, in 2021
transactions would be 39.4% higher than in Covid-19 affected 2020 and 23.1% higher than in 2019.

OBR UK House Price Forecast and Property Transactions (October 2021): Alongside Autumn Budget
2021, the Office for Budget Responsibility (OBR) forecasts that UK house price inflation will fall from
11% in 2021 Q2 to 0.5% in mid-2023.
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It is also anticipating that UK property transactions in 2022 will fall by 11% but remain above pre-Covid19 levels and continue to grow at long-term growth rates (despite those growth rates not occurring between 2017 and 2019, pre-Covid-19).
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Built Place Housing Forecasts Comparison and Commentary (October 2021): The revisions in the OBR
are clearly large but as housing analyst Neal Hudson highlights in his latest Built Place housing commentary, the uncertainty created by the pandemic, along with the timing and numerous extensions to government support made it difficult to accurately predict what might happen to the housing market. In the
end, the stamp duty holiday extension, reopening of the economy, falling mortgage rates, excess savings,
race for space, and a number of other factors all contributed to much faster house price growth than
forecast. Looking ahead to 2022 and most forecasters are expecting house price growth to slow with
concerns about inflation and rising interest rates lowering growth back down to typical pre-pandemic
rates.

ONS/Land Registry UK House Prices (August 2021): The average UK house price in August 2021 was
£264,244 according to ONS/Land Registry, 2.8% higher than July and 10.6% higher than a year ago but
lower than June's record high of £265,448 prior to tapering of the Stamp Duty Holiday.
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Within the 10.6% UK annual house price growth in August 2021, the regions/nations with the fastest
house price rises in the year to August 2021 were in Scotland (16.9%), the North East (13.3%), Wales
(12.5%), and North West (12.4%) whilst the slowest house price rises in the year to August 2021 (in %
terms) is in London (7.5%) as the 'search for space' and less need for some office workers to be close to
their office and the strongest demand is in areas where affordability is greatest.

Note that in £ terms the largest house price rises were in London despite it having the smallest %
increase, due to higher average house price. The average house price rise in the year to August 2021 in
London was £36,469 although note that the average in London has been skewed by a change in
transactions away from flats and towards houses, which will raise the average.
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Halifax UK House Price Index (September 2021): According to lender Halifax, UK house prices rose by
1.7% (£4,400) in September. This rate of monthly growth was the strongest since February 2007, pushing annual house price inflation up to 7.4%. It also reversed the recent three-month downward trend in
annual growth, which peaked at an annual rate of 9.6% in May. The price of an average house is now at
its highest point on record at £267,500. This implies that the demand for properties remains strong
even after the end of the full stamp duty holiday. Halifax reported that the prices for flats were up 6.1%
(£6,640) compared to 8.9% for semi-detached properties and 8.8% for detached houses (£41,000).

Halifax also noted that “against a backdrop of rising pressures on the cost of living and impending increases in taxes, demand might be expected to soften in the months ahead, with some industry
measures already indicating lower levels of buyer activity. Nevertheless, low borrowing costs and improving labour market prospects for those already in employment are likely to continue to provide support. Perhaps the biggest factor in determining the future of house prices remains the limited supply of
available properties. With estate agents reporting a further reduction in the number of houses for sale,
this is likely to underpin average prices – though not the recent rate of price growth – into next year.”

20

Rightmove UK House Price Index (September 2021): The Rightmove UK House Price Index, which are
asking prices rather than prices at the point of transaction, rose by 5.8% in the year to September 2021,
which is a rise compared with the 5.6% annual growth in August. The Rightmove house price index is
not seasonally adjusted and, as a result, the monthly changes are not comparable. Rightmove reported
that the national average price of property coming to market reached an all-time high in September. It
also reported that buyer demand per property for sale was more than double pre-Covid-19 levels. In
addition, it stated that there were early signs of a better-balanced autumn market with more homes
coming up for sale to help with buyer choice, with the number of new listings in the first two weeks of
September 14% higher than the last two weeks of August.

Rightmove reported that the highest rates of annual growth in asking prices in GB were in the South
West (9.5%), Wales (9.4%) and the East Midlands (9.1%).
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Bank of England UK Mortgage Approvals (August 2021): The number of UK mortgage approvals in
August 2021 was 0.9% lower than in July and 15.3% lower than a year earlier. The fall compared with
22

July was unsurprising as mortgage approvals continue to slow down to pre-Covid-19 levels after the
unrestricted Stamp Duty Holiday finished and began to taper, at the end of June. The fall compared with
a year earlier highlights that mortgage approvals in August 2020 were buoyed by pent-up demand
coming through after the initial lockdown in Spring 2020 as the housing market reopened.

Looking over the longer-term, UK mortgage approvals in August 2021 were still 15.3% higher than the
average between 2018 and 2019, pre-Covid-19 and, excluding the last 12 months, the last time that UK
mortgage approvals were at this level was in December 2007, pre-financial crisis.

Zoopla UK House Price Index (August 2021): The UK average house price rose by 1.2% in the three
months to the end of August, taking the annual rate of price growth to 6.1%, up from 2.8% in August
2020. The average value of a home across the UK is now £235,000. As has been the case for six
months, Wales recorded the highest level of price growth at 9.8%, followed by Northern Ireland (8.4%)
and the North West of England (8%).

Price growth in Liverpool continues to be the highest among the UK’s major cities, with average prices
up 9.8% in the 12 months to September. Manchester and Sheffield are also registering high levels of
growth, at 8.1% and 7.6% respectively. The slowest house price growth was in London with average
values up 2.2% on the year.
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Average home values have risen by a greater margin in regions and towns where relative affordability is
greater. London is the region which has the greatest affordability constraints, with the average house
price now above half a million pounds. Demand levels have also trailed in parts of London over the last
18 months due to the lack of international travel, and slower domestic demand as a cohort of buyers
looked to move into the wider commuter zone or further afield amid a new flexible working
environment. There are signs that this trend is starting to turn with buyer demand in the capital up 14%
over the last month; a 25% rise in demand for houses across London and a 6% rise in demand for flats.

Zoopla also reported that the ending of the ‘tapered’ stamp duty holiday has had little impact on buyer
demand which remains higher than typical levels for this time of year. The demand coming from buyers
searching for space, and making lifestyle changes after consecutive lockdowns, has further to run.
Balancing this however, will be the ending of government support for the economy via furlough, and
more challenging economic conditions overall, which it believes will have an impact on market sentiment
through 2021 Q4. It expects the market to remain busy compared to historical norms, and for price
growth to remain in firmly positive territory at the end of the year, although lower than current levels
of 6.1%. Stock levels will start to rebuild in early 2022 as market activity returns to more normal levels.

Nationwide House Price Index (September 2021): Nationwide reported that annual house price growth
remained in double digits for the fifth consecutive month in September, although there was a slowdown
from 11.0% in August to 10.0%. House prices rose by 0.1% month-on-month, after taking account of
seasonal effects. As a result, house prices remain around 13% higher than before the pandemic began in
early 2020.
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The regional house price data is only quarterly and showed a mixed picture across the country in Q3.
While price growth accelerated in Wales, Northern Ireland and Scotland, most English regions recorded
a slowdown. Wales was the strongest performing region with house prices up 15.3% year-on-year – the
highest rate of growth since 2004. Price growth remained elevated in Northern Ireland at 14.3%. House
price growth in Scotland picked up to 11.6% in Q3, in contrast to the previous quarter when it was the
weakest performing part of the UK (at 7.1%).

Yorkshire & Humberside was the strongest performing English region for the second quarter in a row,
with prices up 12.3% year-on-year, followed by the North West, which saw an 11.4% rise. London was
the weakest performer, with annual growth slowing to 4.2% from 7.3% last quarter. The surrounding
Outer Metropolitan region, which includes places such as Luton, Watford, Sevenoaks and Woking, also
saw a softening to 6.8%, down from 8.2% in Q2.
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National Audit Office – Review of the Green Homes Grant (September 2021): The National Audit
Office (NAO) published report into the Green Homes Grant in which BEIS initially announced it would
retrofit 600,000 homes and yet failed to even do 10% of that (47,500 homes).

It is worth noting that the Green Homes Grant failure follows on from previous government failures on
retrofit polices such as the Green Deal, in which government initially announced its ambition to energyefficient retrofit 14 million homes in nine years (which would have equated to 30,000 extra retrofits a
week, every week, for nine years from when announced) yet only 14,000 households used the Green
Deal in the end.

The critical point is, if government is serious about energy-efficient retrofit then there needs to be realistic long-term policies with time to gain momentum that have both financial incentives to give households the incentives to spend and also gives the whole construction supply chain the incentives to make
large upfront investments in the skills down on the ground and the materials and products capacity
needed to deliver the retrofits. Without these, energy-efficient retrofit of the existing housing stock
can't happen.
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Redrow Year End Results (September 2021): Housebuilder Redrow reported that in the year to 27 June
2021, its completions were 39% higher than in 2020 but 13% lower than in 2019 whilst its revenue was
45% higher than in 2020 but 8% lower than in 2019. Its gross margin was 21.4% compared with 18.1% in
2020 whilst operating margin was 16.6% compared with 11.1% in 2020. It reported that “house price
inflation is more than offsetting build cost increases with long term supplier relationships ensuring a constant build output”. However, it also stated that “the buoyant housing market has moderated in recent
months, and we anticipate sales rates will return to historically average rates over the course of the current financial year”.

MJ Gleeson Year End Results (September 2021): Housebuilder MJ Gleeson, which primarily focuses on
house building in the Midlands and North of England reported in the year to 30 June 2021 that its
completions were 69% higher than in 2020 and 18.5% higher than 2019, pre-pandemic. Its revenue
increased by 88.6% to £265.8 million compared with £140.9 million in 2020 of which £1.5 million related
to land sales compared with £0.5 million land sales in 2020. The average selling price for homes sold was
£145,800 compared with £130,900 in 2020, an increase of 11.4%. due to house price inflation of 9.3%, a
mix of site locations and the mix of two, three and four-bed homes sold. Gross profit margin on its
homes sold increased to 28.5% compared with 27.8% in 2020 as it reported that “increases in selling
prices more than offset cost inflation, including the costs of operating under Covid-safe working
practices”.

Barratt Developments AGM Trading Update (October 2021): The UK’s biggest housebuilder issued a
trading update for the period from 1 July to 10 October 2021with net private reservations per average
week of 281 compared with 288 one year ago and 262 two years ago resulting in a net private
reservations per active outlet per average week of 0.85 compared with 0.87 one year ago and 0.72 two
years ago. Whilst the net private reservation rate was 2.3% below that reported in the prior year
period, this was a particularly active period reflecting both pent-up demand following the initial national
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lockdown, and increased Help to Buy reservation activity ahead of its tapering, which excluded existing
homebuyers and introduced regional price caps. Against a more relevant comparative period two years
ago, the net private reservation rate was ahead by 18.1%.

It also reported homes completions of 3,699 compared with 4,032 one year ago and 3,252 two years
ago, 8.3% behind the comparable period in last year, which benefited from the significant increase in
home completions after the disruption created by the initial national lockdown. Reflecting the continued
strength in reservations, total forward sales at 10 October totalled 15,393 homes compared with 15,135
homes one year ago and 12,963 homes two years ago. It stated that it is 71% forward sold compared
with 70% one year ago. The private average selling price in the forward order book was £344,300
compared with £331,400 one year ago and £316,00 two years ago reflecting underlying house price
inflation, diluted by a modest decrease in the proportion of larger family homes and a lower price for
London reservations through mix changes.

It also expects build cost inflation to be between 4%-5% this financial year and that whilst the challenges
around securing sufficient and timely building materials supplies is an issue across the industry, to date it
states that it has not experienced any significant disruption to its own build programme with its sites
continuing to operate successfully throughout the country.

Bellway Preliminary Results (October 2021): Housebuilder Bellway reported that in the year ending July
2021 revenue rose by 40.3% to £3,122.5 million compared with £2,225.4 million in 2020 and £3,213.2
million in 2019, 2.8% below the record level achieved in financial year 2019. The number of housing
completions rose by 34.8% to 10,138 compared with 7,522 in 2020 and 10,892 in 2019. The private
reservation rate was 169 per week compared with 141 in 2020 and 160 in 2020, an increase of 19.9%
and 5.6% compared to the prior year and 2019 respectively. Supported by a strengthened land bank, it
has targeted annual output of 12,200 homes in 2023, around 20% above the 2021 outturn.

It has set aside a further net £51.8 million to undertake fire safety improvements. This brings the total
amount provided since 2017 in relation to fire safety to £164.7 million.
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It’s forward order book at 3 October 2021 was £1,966.3 million compared with £1,869.6 million a year
ago and £1,311.6 million two years ago supporting target growth in completions of around 10%
weighted towards the second half of the financial year. The average selling price for the year ahead is
expected to be around £295,000 compared with £306,479 in the year ending July 2021 reflecting
changes in product mix in advance of the change in Help-to-Buy rules leading to the moderation in
house price growth.

Travis Perkins Trading Update (2021 Q3): Travis Perkins reported in 2021 Q2 that it had like-for-like
sales growth of 13.1% (13.3% on a two year like-for-like basis) with its Merchanting business experiencing like-for-like sales growth of 15.3% (11.8% on a two year like-for-like basis) with end market demand
remaining robust, notably in RMI. Toolstation grew by 1.4% on a like-for-like sales basis (25.2% on a
two-year like-for-like basis) in Q3 as customer mix normalised following exceptional demand from DIY
customers during 2020.
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