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Company research 

 

Watkin Jones (WJG, 136p, £348m) – WJG is a client of PERL 

Residential for rent developer and manager in the student accommodation and build-to-rent (BTR) sectors. 

Update on opportunities offered by changes to planning rules (details further below), Government planning 

fillip reinforces outlook (link to Progressive Equity Research note): 

New Government rules yesterday allowing unused office and industrial sites to be redeveloped 

without planning permission into housing could, in our view, allow Watkin Jones to regenerate its city 

centre sites into build-to-rent (BTR) or student accommodation quicker and with greater certainty. 

This should further enhance the group’s low-risk, capital-light offer to institutional property investors 

and support the Government’s aim of reviving urban centres. 

 

Company comments 

https://www.progressive-research.com/industry-updates/?analyst=&sector=38&published=all
https://www.progressive-research.com/research/?company=&sector=38&published=all
https://bdadvanced.ipreo.com/OpenFileLink.aspx?ID1=792008ed-adef-4102-9781-5d289b1a4c20&ID2=637319476


 

Mears Group (MER, 145p, £160m) 

UK housing support services provider. HY (Jun) trading update. Trading: Revenue on continuing activities 

expected to fall by 8% to c. £405m, including a 23% reduction to £250m in maintenance activities, 

compensated in part by the new Asylum Accommodation and Support Contracts. As previously indicated, 

the group incurred a ‘modest monthly trading loss’ from March through to June, and expects to report a loss 

before tax on continuing activities, before the amortisation of acquisition intangibles, of c. £6.0m for H1 

(2019, PBT £16.7m), which includes the costs and inefficiencies associated with Covid-19. Outlook: The group 

“expects to see a recovery in activity levels during the second half, assuming that infection levels remain 

relatively low, as working arrangements in the core maintenance business progressively return towards 

more normal levels by the end of the year. The speed of recovery will vary by contract”. Around one-third of 

the group's maintenance business will come up for re-bid in the current year. The impact of Covid-19 has 

resulted in a number of these existing contracts being extended, with tender processes deferred in the 

short-term.  Similarly, a number of new bidding opportunities have seen delays. “The Group therefore 

expects new order intake for the current year to be low”. The board “continues to evaluate Mears' portfolio 

of businesses, and where assets are seen as peripheral, actions are being taken in order to deliver the best 

financial return for shareholders, and accelerate the stated desire to see a reduction in debt levels. Finances: 

“Cash performance has been good, reflecting clients' commitment to pay efficiently during the lockdown”. 

Average daily average net debt has reduced to £121m and the Group was fully compliant with its banking 

covenants as at 30 June 2020. Interim results due 18 August. 

 

St Modwen Properties (SMP, 355p, £788m)  

Urban regeneration developer operating in housing, logistics and land promotion. HY (May) results. EPRA 

TNAV -12%, 431p; loss before tax, £158m (2019, adj PBT £81m); adj EPRA EPS -71%, 2.1p; interim div -69%, 

1.1p. Net debt £418m (2019, £314m); LTV 28% (20%). Trading: NAV falls reflects pressure on land and retail 

values. Outlook: “Whilst our results for the half year reflect the disruption of the crisis, our decisive actions 

have worked to rebuild the momentum achieved over recent years, with strong demand for 

industrial/logistics space and new homes. Although the wider economic outlook will remain uncertain for 

some time to come, structural growth trends in these key markets for us remain positive and, to an extent, 

have even accelerated further." 

 

Stenprop (STP, 121p, £342m) 

REIT investing in UK multi-let industrial properties. Purchase of Bowthorpe Park Industrial Estate in Norwich, 

UK from Blackrock Industrial Trust for £19.6m, reflecting a net initial yield of 6.35%. 

 

Economic data 

 

Housing activity. The impact of the unlocking of the housing market in England on 13 May can be seen in the 

latest data on housing transactions for June from the HMRC (link). Completed transactions in England rose to 

61,390 in June from the 11-year low of 32,310 in April, immediately following the lockdown. The latest figure 

https://www.gov.uk/government/statistics/monthly-property-transactions-completed-in-the-uk-with-value-40000-or-above


is 27% lower Y/Y but an improvement from the -56% in April. Viewpoint: The figures refer to the end of the 

buying process; earlier indicators such as RICS and Rightmove suggest further improvements ahead, driven 

by pent-up demand, while the upwards momentum should continue, fuelled by the Stamp Duty holiday. 

  

 

 

Politics 

 

Planning rules eased. New laws announced yesterday by Housing Secretary Robert Jenrick “will deliver 

much-needed new homes and revitalise town centres across England” (link). The new rules, which will come 

into effect by September, will mean full planning applications will not be required to demolish and rebuild 

offices and light industrial buildings that have been empty for six months as homes; commercial and retail 

properties can be quickly repurposed without planning permission within a broader ‘commercial, business 

and service’ use class to help revive high streets and town centres; homeowners will also be able to add up 

to two additional storeys to their home through a fast track approval process, with a requirement to 

carefully consider the impact on neighbours and the appearance of the extension. A more fundamental 

overhaul of the planning regime is expected later this month. Viewpoint: the extension of ‘permitted 

development rights’ to vacant business premises and the creation of a broader use category for smaller high 

street premises should remove much of the red tape involved in regenerating blighted town centres. This 

could favour mixed-tenure regeneration specialists. The more widely reported rule governing upwards home 

extensions, could benefit the repair & maintenance sector, including builders’ merchants.  

 

In other news … 

 

Commercial property rents. Property investors and institutions have suffered shortfall of more than £1.5bn 

in rental income that was due to be collected for the second quarter. Almost a fifth of rent that was due at 

the March quarter rent day had not been collected 90 days later, according to research from Remit 

Consulting. Property Week (link, paywall). 
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https://www.gov.uk/government/news/new-laws-to-extend-homes-upwards-and-revitalise-town-centres
https://www.propertyweek.com/news/total-rent-shortfall-for-march-quarter-estimated-at-more-than-15bn/5109144.article


Housing finance. NatWest will provide £3bn of funding for the housing association sector to support the 

development of 20,000 new homes and improvements in existing social housing. Property Week (link, 

paywall). 

 

 

Prices are as at the previous day’s close. 

 

https://www.propertyweek.com/news/natwest-pledges-3bn-for-social-housing-sector/5109156.article

