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Executive summary

UK housebuilders - A decade of
disappointment

>

One of the key pledges of the incoming Labour government in 2024 was to build
1.5m new homes over the course of its expected five years in office. Given
recent figures, it seems inconceivable that this target can be met - even the
government itself now concedes that the chances of doing so are slim.

At the macroeconomic level, the latest inflation figures are disappointing, with
the current rate being above 3% per year, and expected to rise: it is sharply
above the Bank of England’s target of 2%. As such, the next moves in interest
rates are likely to be upwards.

The correlation between higher interest rates and higher mortgage rates is long-
established. Many potential buyers, especially first-time buyers, will be put off
by rising interest rates - not a welcome message for the UK’s leading
housebuilders. However, recently, the Government announced its Your First
Home scheme, with an indicative minimum 2.5% deposit for first-time buyers,
which has buoyed the sector in the past few days.

In fact, the sector generally boasts strong finances; in many cases, there are
healthy net cash balances. Such a scenario was perhaps encouraged by the near
collapse of Taylor Wimpey - its shares fell to below 10p in November 2008.
Sector caution remains an enduring priority, especially with respect to land-bank
policy, despite rising house prices over the longer term.

During the past decade, the housebuilding sector’s share price performance -
after a boom during the lead-up to the credit crunch - has generally been dire.
Of the leading three volume housebuilders, Barratt Redrow - the latter was
acquired by the former in 2024 - has seen a 29% fall since 2016. The figures are
equally unimpressive for both Persimmon and Taylor Wimpey - down by 27%
and 42%, respectively.

However, shares in the Berkeley Group, operating primarily in London and the
South East, have bucked this depressing trend by performing resiliently - the
shares are up by 14% compared with their 2016 rating. However, other smaller
sector members, including Vistry, have struggled, while the share price fall in
Crest Nicholson has been 86% over the decade.
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Credit crisis severely affected
the UK housebuilding sector

Historically, a decidedly
ambitious target

Background

Prior to the worst part of the UK credit crisis, which saw the collapse of Northern
Rock and the combined near £66bn taxpayer-funded capital injections into RBS and
Lloyds, the housebuilding sector had enjoyed a solid era of growth - reflected in
decent share price growth. Thereafter, confidence in the sector dipped although it
did recover very strongly in the lead-up to the COVID-19 epidemic in 2020 - and
indeed briefly thereafter. However, higher interest rates subsequently - and the
ending of the Help to Buy scheme in 2023 - have curbed sector growth, a fact amply
reflected in the recent poor sector share price performance.

The high-profile, five-year 1.5m new-build target of the Labour government has now
become more of an aspiration than an achievable target. For various reasons, the
number of new house-build units has remained well below the 300,000 figure that
is required to achieve this end. Historically, too, this target is distinctly ambitious -
you need to go back more than 50 years or so for such numbers to be delivered
regularly.

The bar chart, below, published by the Ministry of Housing, Communities and Local
Government, highlights the number of housing start-ups and completions in England
since 2006: the volatility of the numbers is also pertinent for potential investors.

Housing supply, indicators of new supply in England, 2006 to 2026
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Negative macro factors stall the
new homes market

Oil prices and Hormuz

Despite the demand for new homes, driven in part by immigration, macroeconomic
factors remain a potent deterrent for new house buyers. With abiding concerns
about the UK economy, notably regarding the £3tr net debt figure and probable tax
rises in next month’s Budget, many potential buyers remain cautious. Indeed, many
may prefer to rent properties - and forgo the chance, at least for the present, of
home ownership.

Of course, future trends in UK interest rates are pivotal in driving sales of new-build
houses. Until relatively recently, it was widely expected that interest rates would fall
from their current 3.75% level. Instead, at least one and probably more rises are
expected unless the Hormuz oil access issue is satisfactorily resolved - or, indeed, oil
prices fall. Rising inflation, irrespective of the oil price driver, is also a highly relevant
interest rate factor.

More specifically, the two charts below, published by Barratt Redrow, show the
sector Mortgage Availability Index (MAI) data, along with comparable pricing
information. Undoubtedly, considerable volatility is in evidence, especially in the
sharp increase in the average 2-year fixed mortgage rate from the spring of 2022 to
the autumn of 2023 - up from just 2% to more than 6.5% in only 18 months. The
MAI calculation is based on i) assessing standardised average housing prices; ii)
incorporating average disposable earnings for full-time employees; and iii) using the
Bank of England's monthly average data for new mortgage advances to
householders.

MAI and average 2-year fixed mortgage pricing

Lloyds (formerly Halifax) Mortgage Affordability Index' Average 2-year fixed rate mortgage pricing

Mortgage costs as a proportion of earnings

60%
Lloyds
Affordability Index

55%

50%

45%

40%

35%

30%

25%

Average
1985 - Q2 2026

75% and 90% LTVs December 2021 - August 2026
7.0%

6.0%
5.0%

4.0%

Q22026
36.0%

3.0%
33.3%

2.0%

1.0%

20%

0.0%

1985 1990 1995 2000 2005 2010 2015 2020 2025 2022 2023 2024 2025 2026

W Standard 75% LTV mortgage product®
W Standard 90% LTV mortgage product®

Housebuilding inflation is still an
issue

Source: Barratt Redrow

Within the sector, housebuilding inflation remains an issue. The latest figures
published by Barratt Redrow are projecting a Building Construction Index (BCI) figure
of between 3% and 4% for materials and a 2% to 3% for labour: the cost base is split
broadly 60%:40%, with the higher percentage being materials-related.
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The Big Five dominate

The UK is the core sector
market - overseas operations
are minimal: Barratt and
California split many years ago

Persimmon is probably the
nearest now to a sector
bellwether

Leading sector companies

In the UK housebuilding sector, five quoted companies - Barratt Redrow,
Persimmon, Berkeley Group, Taylor Wimpey and Bellway - are key.

In total, the current market capitalisation of these five stocks amounts to £18bn, with
Barratt Redrow being the most valuable of the quintet at £4.8bn. The table below
lists the key valuation data.

Key financial data of UK housebuilders

Housebuilder Share price (p) ?:szr:?r:; Market( Ezs
Barratt Redrow 345 1,390 4,796
Bellway 2,282 112 2,558
Berkeley Group 3,364 99 3,337
Persimmon 1,324 321 4,254
Taylor Wimpey 89 3,500 3,115

18,060

Source: Hardman & Co Research

Compared with many quoted sectors, the leading UK housebuilders are very UK-
centric. To be sure, Taylor Wimpey has some operations in Spain and modest sales
in Gibraltar. But the days of substantial investment overseas, harking back to
Barratt’s US portfolio in California, which was sold in 2004, seem to be gone.

Berkeley Group, however, does offer a major variation, with its emphasis on urban
development, especially in London, where it has successfully undertaken several
substantial projects. In terms of overseas activities, Berkeley Group has several
offices, mainly in the Far East, to market and sell its UK properties. Furthermore, the
smaller Vistry, which emanated from Bovis Homes, is heavily involved in affordable
housing schemes, which - to date - have neither boosted its finances nor its share
price.

Overall, in terms of sector comparators, Persimmon probably offers the best
commentary on the state of the UK housing market. It has ridden the ups-and-downs
of the UK housebuilding sector over the past decade.

Barratt Redrow, though, remains the most valuable company in the sector - all the
more so, with its share-based Redrow acquisition. Highlighted, below, is Barratt
Redrow’s share price performance over the past decade; it shows a major decline in
the early 2020s as sector confidence was badly eroded on the back of both higher
interest rates and reduced build-out figures.

Barratt Redrow - 10-year share price performance

BARRATT REDROW, 1D, LSE, Tra
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Recently, Barratt Redrow published key financial guidance data for its 2027 Financial
Year. The projections suggest some regained stability, with Redrow now effectively
integrated: most of its key numbers are seemingly moving in the right direction,
although raising operating margins remains a priority. Of course, a sharp rise in
interest rates, perhaps to fend off a £ sterling crisis or to respond to rising long-term
gilt yields, could reverse this relatively optimistic picture.

Barratt Redrow’s financial guidance for FY

Total home completions ¢. 17,500 - 17,900 total home completions, including ¢. 600 JV completions
Affordable mix expected to be c. 20%. H1: H2 completion split ¢. 0% : 60%

Average sales outlets (inc JV) c.405

Build cost inflation c. 3% -4% including procurement-based synergies

Adjusted administrative expenses ¢. £360m (including amortisation of intangible assets of ¢. £12m and incremental synergies of ¢. £8m)
Synergy cost savings c. £22m within adjusted profit before tax (£95m cumulative)

Adjusted share of JV profits c.£7m

Adjusted finance charge c.£43m adjusted finance charge

Legacy property provision finance charge c. £40m finance charge recognised as an adjusted item

[ELGETTJGIETH €. 6,000 and 8,000 plot approvals, subject to market conditions and land opportunities

Land cash spend c.£800m - £900m

s e )

Legacy property related provision spend c.£300m

Year-end net cash c.£400m - £500m

Taxation Taxrate on adjusted earnings anticipated at 29%, reflecting current 25% corporation tax rate and 4% RPDT
Ordinary dividend Final FY26 dividend of 1.0 pence per share

Additional shareholder returns Share buyback of c. £386m to be completed by 2 July 2027

Source: Barratt Redrow

Over the past decade, Persimmon’s fortunes have waxed and waned as the 10-year
share price graph, highlighted below, demonstrates. Both macroeconomic factors,
such as mortgage rates, and sector-specific issues, such as the volume of
housebuilding completions and low operating margins, have been key.

Persimmon - 10-year share price performance
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Very sharp fall in 2023 of
completed units

Sector outperformer - reading
the housing market’s runes

Taylor Wimpey'’s one-time sub
10p quotation

Persimmon’s five-year key financial data illustrates the volatility that it has faced.
Between 2022 and 2023, its housebuilding completions fell from 14,868 units to
9,922 units - a YoY fall of no less than a third. Inevitably, as the table below shows,
this fed through to other key financial figures.

Persimmon’s five-year financial record

Five-Year Record

2025 2024 2023 2022 2021
Unit sales 1,905 10,664 9,922 14,868 14,551
Housing revenue £3,312.0m £2,863.6m £2,537.6m £3,696.4m £3,449.7m
Average selling price £278,203 £268,499 £255,752 £248,616 £237,078
Profit from operations £472.1m £405.2m £354.5m £1,006.5m £966.7m
Profit before tax £445.6m £395.1m £359.4m £1,012.3m £973.0m
Basic earnings per share 100.7p 92.1p 82.4p 247.3p 248.7p
Diluted earnings per share 99.6p 91.1p 81.9p 245.3p 247.6p
Cash return/dividend per share 60.0p 60.0p 80.0p 235.0p 235.0p
Net assets per share 1,127.0p 1,096.1p 1,070.2p 1,077.0p 1,135.7p
Total shareholders” equity £3,614.1m £3,506.6m £3,418.5m £3,439.3m £3,625.2m
Return on capital employed 1N.7% M.1% 10.5% 30.4% 35.8%

Source: Persimmon

Reassuringly for investors, though, Persimmon has indicated a 12,500-unit
completion target for 2026.

The sector’s outperformer in recent years, Berkeley Group, has adjusted more
effectively than its peers to changing trends. To be sure, its London and south-east
England base has been a boon, despite ongoing pessimism about the former’s house
valuation data.

Over the years, Taylor Wimpey's share price performance has been volatile, to say
the least. Unquestionably, the nadir was in late November 2008, when the share
price plummeted to below 10p. As such, the survival of Taylor Wimpey - as an
operating, and independent entity - was far from certain. It did survive but,
understandably, caution has become more ingrained in its decision-making.

Shown below is Taylor Wimpey's 10-year share price graph, which - albeit
uninspiring - has demonstrated a pronounced recovery from its dark days almost 20
years ago.

Taylor Wimpey - 10-year share price performance

TAYLOR WIMPEY, 10, LSE, Trade Price 85.2 0.9 (+1.05%) aop
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But, sharpening its pencil has hit
Bellway’s margins

Pivotal SAHP grant of up to
£350m

Circling the wagons

Share buybacks are all the rage
in the sector - for those who
can afford to do so

The Barratt Redrow £400m split

Berkeley Group's £528m share
buyback target by September
2030

From its Newcastle base, Bellway has expanded, despite the pronounced financial
impact of the COVID-19 downturn. Consequently, between 2021 and 2025, unit
sales fell from 10,138 to 8,749 and the average selling price rose from £306,000 to
just £316,00 over the four-year period. However, the most serious damage was
inflicted by underlying operating margins - down from 18.5% in 2022 to only 10.5%
by early 2026.

Vistry's sharp de-rating has accelerated from the spring of 2024, as abiding concerns
about its finances deepened; overall, its shares are down by 77% over the past five
years. Its latest 2025/26 half-year results showed a substantial £661m loss, although
£475m of this figure was accounted for by goodwill written off from previous
acquisitions. Importantly, though, it re-confirmed that it has been awarded a much-
needed grant of up to £350m via the Social and Affordability Homes Programme
(SAHP). Final details about this capital injection remain outstanding.

Crest Nicholson, whose shares have plummeted in recent years, faces serious
financial issues as it seeks to complete its debt covenant renegotiations. The over-
riding priority now is - in its own words - to “preserve liquidity, reduce capital
intensity and strengthen operational discipline”.

Dividends and P/E ratios

In recent years, UK housebuilders, generally, have preferred to undertake major
share buybacks rather than boosting dividends. In some cases, they have built up
large cash surpluses and many core shareholders, for varying reasons - some of
which are tax-related - prefer the share buyback route to distribute surplus cash,
which should boost earnings per share.

Hence, there is no comparable ready-reckoner sector dividend yield as existed for
many years in the utilities sector, where quoted prices of individual stocks were
beholden to relative yields.

Barratt Redrow has been very explicit in this respect. A major shareholders’
distribution will cost £400m, of which £386m will be directed into the share buyback
programme, while a paltry £14m has been earmarked for a modest 1p per share
dividend.

Persimmon has followed a somewhat different path, having undertaken major
shareholder payouts in 2021 and 2022. Its latest dividend has been held at 20p per
share and further funds will be used to replenish the land bank.

Taylor Wimpey has partly emulated Barratt Redrow, although - with caution - as it
moves gradually towards fully embracing its share buyback policy.

Berkeley Group, which has performed well - and certainly when compared with its
housebuilding peers in recent years - has set an ambitious target of achieving £528m
of share buybacks between May 2026 and September 2030.
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P/Es are surprisingly closely
bunched

Generally robust balance sheets

Its finances are underpinned by its robust balance sheet, the key details of which
are set out below:

Berkeley Group’s summary of financial position

Net Assets Change / Change% Net Asset Value per Share Change / Change%

£3,640m £3,560m [Restslely
(+22%)

30 April 2026 30 April 2025

3917p  3595p |l
(+9.0%)

30 April 2026 30 April 2025

Closing Net Cash Change / Change% Shares in Issue Change / Change%
Excluding Treasury & EBT Shares
£363m  £337m +£26m 92.9m 99.0m -6.1m

(+7.7%)

(-62%)

30 April 2026 30 April 2025 30 April 2026 30 April 2025

Capital Employed Change / Change%

£3,277m £3,223m

30 April 2026 30 April 2025

Source: Berkeley Group

Bellway, too, is adopting the share buyback model, following its launch in October
2025, when a relatively modest £150m was allocated.

In terms of P/E ratios, the latest data for the leading quintet show a ratio of between
11x and 13x, a relatively low level given the general strength of their balance sheets
- but equally reflective of current economic uncertainties.

Not surprisingly, two more lowly valued UK housebuilders, Vistry and Crest
Nicholson, are currently trading on far lower P/Es. Both face a raft of financial
challenges.

Outlook

With the considerable uncertainty attached to future interest rate movements -
upwards is more likely - the sector outlook is not obviously promising. Nevertheless,
the underlying financial figures remain robust, with - in many cases - strong balance
sheets being offered: such comments exclude Vistry and Crest Nicholson.

Some reassurance, too, will be provided by the comment of Dean Finch, Chief
Executive of Persimmon: “Market conditions remain challenging, with affordability
and build-cost pressures affecting the sector”. Even so, Persimmon is projecting
some 12,500 completions for the 2026 Financial Year, compared with 11,905 in
2025 and just 9,922 in the dark days of 2023. Nevertheless, on the supply side,
building cost inflation remains a challenge.

October 2026
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Sector leaders are both well-
placed on land bank holdings

The interest rate game-changer

Pre-2023 formula difficult to
emulate

With the downturn of a few years ago, land bank numbers are favourable, with
Persimmon holding around 84,000 plots. Meanwhile, Barratt Redrow published its
latest land bank table, which confirmed positive figures - both operationally and
financially - as set out below.

Barratt Redrow’s land bank table

28 June 29 June

2026 2025

With detailed planning consent 54,430 59,645
With outline planning consent 20,394 24,072
With resolution to grant and other 1,623 3,994
Owned 76,447 87,71
Controlled 12,148 12,293
Total 88,595 100,004
Owned land bank years (exc JVs) 4.5 54
Cbn trolled land bank years (exc JVs) 0.7 0.8
Total land bank years (exJVs) 52 6.2
Detailed consented plot / sales outlet ratio 135 150
JV - Owned and controlled 14,903 8,651
Total including JV 103,498 108,655
Strategic land 144,059 145,043

Source: Barratt Redrow

Conclusion

For some years, volatility has been a central feature of the UK housebuilding sector,
caused mainly by the sharp post-COVID 19 increases in interest rates. As such,
caution has prevailed, which partly explains the current balance sheet strength of the
leading companies.

The successful annual formula of the pre-2023 era - build more units, deliver higher
prices per unit, increase the dividend and watch the share price rise - is no longer
quite so credible. Hence, strategic changes have been called for - and have been
successfully pursued by Berkeley Group.

And don't overstretch yourself - the lesson from Taylor Wimpey's near terminal
woes in 2008 still applies.

October 2026
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Disclaimer

Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly
available sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to
the accuracy, adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results
obtained from use of such information. Neither Hardman & Co, nor any dffiliates, officers, directors or employees accept any liability or responsibility in respect
of the information which is subject to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence,
fraud or wilful misconduct. In no event will Hardman & Co, its dffiliates or any such parties be liable to you for any direct, special, indirect, consequential,
incidental damages or any other damages of any kind even if Hardman & Co has been advised of the possibility thereof.

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to
buy or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not
constitute investment advice. However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made
available. A full list of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at
http://www.hardmanandco.com/legals/research-disclosures. Hardman may provide other investment banking services to the companies or legal entities
mentioned in this report.

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal
entities which pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the
companies or legal entities covered by this document in any capacity other than through Hardman & Co.

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of
possible outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has
no scheduled commitment and may cease to follow these securities, companies and legal entities without notice.

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution
or use would be contrary to law or regulation or which would subject Hardman & Co or its dffiliates to any registration requirement within such jurisdiction or
country.

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance
may be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or
appropriate for all investors. Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances
and may be subject to future change. Each investor’s particular needs, investment objectives and financial situation were not taken into account in the
preparation of this document and the material contained herein. Each investor must make his or her own independent decisions and obtain their own
independent advice regarding any information, projects, securities, tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has
made available through this document various information constitutes neither a recommendation to enter into a particular transaction nor a representation
that any financial instrument is suitable or appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any
product or security is appropriate for them in the light of their investment needs, objectives and financial circumstances.

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or
otherwise, without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice.
This notice shall be governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an Appointed Representative
of Palace Ventures Limited, which is authorised and regulated by the Financial Conduct Authority (FRN 433291). Hardman Research Ltd is registered at
Companies House with number 8256259.

(Disclaimer Version 9 - Approved July 2025)

Status of Hardman & Co’s research under MiFID II

Hardman & Co’s research is paid for by the companies, legal entities and issuers about which we write and, as such, falls within the scope of ‘acceptable minor
non-monetary benefits’, as defined in the Markets in Financial Instruments Directive.

The FCA Handbook (COBS 2.3A.19) states: ‘An acceptable non-monetary benefit is one which:[...] (5) consists of: [...] (b) written material from a third party
that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the third party firm is
contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in the material
and that the material is made available at the same time to any firms wishing to receive it, or to the general public.’

The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available.
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About Hardman & Co

We are a rapidly growing, innovative corporate research & consultancy business, based in London, serving the needs of both public
and private companies.

Our expert team of sector analysts and market professionals collectively have over 400 years of experience. This depth of knowledge
and a reputation for integrity have built trust with investors. With effective communication and precision distribution, we help
companies disseminate their investment message to interested investors, as well as advise them on strategy.

Our smaller, boutique structure allows us to provide first-class customer service and to deliver a wide range of ad-hoc services for
multiple clients with different needs.

research@hardmanandco.com 14 Bonhill Street www.hardmanandco.com

London
EC2A 4D)
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