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Company news 

 

Segro (SGRO, 938p, £11,175m mkt cap) 

UK’s leading owner and developer of warehouses and industrial space, also active in Europe. Q3 trading 

update and site acquisition. Group has “continued to perform well in the third quarter with the acceleration 

of structural trends fuelling further demand … outweighing any negative economic impacts from the 

pandemic”. Portfolio: Leasing contracts signed worth £15.8m (Q3 2019: £15.3m) of new headline rent, taking 

the total for the nine months to 30 September to £49.6m (£48.6m). New headline rents for portfolio on 

review and renewal are 10.3% higher than previous passing rent in the nine months to 30 September 2020. 

This excludes the impact of securing the final re-gear of the peppercorn leases in the Heathrow portfolio 

which, when included, increases the uplift to 22.3%. Vacancy rate stable at 5.2%; customer retention, 88%. 

Rent collection: Q4 rent collection in the UK currently at 85% of total rent billed, higher than at the 

equivalent date in Q2 and Q3. A further 13% has been deferred, most of which is now payable monthly; the 

majority of this will have been received by the December YE. Current indications are that Continental Europe 

is also tracking ahead of previous quarters. Development: So far in FY 20 695,800 sq m (765,900 sq m) of new 

developments completed, capable of generating £38.0 million (£33.7 million) of headline rent, 80% of which 

https://www.progressive-research.com/industry-updates/?analyst=&sector=38&published=all
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has been leased. Developments capable of generating £11m of headline rent are expected to complete in 

Q4, £8m of which has been secured. Finances: Net debt at 30 September, £2.7bn (30 June, £2.5bn) – pro 

forma look-through LTV, 24% (30 June, 22%). Strategy: “Continuing to focus the majority of investment into 

development, with additional opportunistic acquisitions of standing assets”. On course to invest £800m into 

development pipeline during FY 2020. FY results due 19 February. 

Acquisition: Electra Park, a 13 acre warehouse estate in Canning Town, London acquired from Schroders for 

£133m. The estate is located close to Canary Wharf and London City Airport and bordered by the A12 and 

A13 main roads. It provides 21,200 sq m of lettable space across 10 units, nine of which are let, with the final 

unit currently under offer. The weighted average unexpired lease term on the let space is 4.3 years to break 

and 6.4 years to expiry. The estate generates a topped-up passing rent of £3.4m, reflecting a low average in-

place rent of approximately £14 psf with an estimated rental value of £21 psf. Reflecting these low current 

rental levels and the potential of this unusually central location, the topped-up net initial yield on acquisition 

is 2.3% (rising to 2.6% once the vacant unit, currently under discussion, is let) and the equivalent yield is 

3.3%. 

 

Afterthoughts … 
 

Top five housebuilder Bellway’s (BWY, 2,530p, £3,121m) results meeting webcast yesterday (link) offered 

some candid insights to issues the wider housebuilding sector is likely to face in the months ahead. 

In particular, the industry faces what looks like an intense struggle to deliver on the current spike in 

new homes demand in time for the 31 March 2021 deadline, when the Stamp Duty holiday ends 

and Help to Buy support package becomes restricted to first time buyers and with lower regional 

price caps. Every housebuilder will be “concerned” about their supply chains being in place, 

especially later trades [kitchens and bathrooms etc], to deliver the enhanced demand, following 

pent-up demand after the lockdown, further fuelled by the two temporary incentives. However, 

Bellway is encouraged that the group is now taking orders for beyond the deadline. An additional 

current problem is there are big delays in processing mortgage applications and arranging surveyors 

– due to the spike in demand from the wider secondhand market. The time from reservation to 

contracts being signed has gone up from around 6 weeks to 8 - 10 currently, although likely to fall, 

according to management.     

 

Economic data 
 

House prices. UK house prices increased by 2.5% in the year to August, up from 2.1% in July, according to 

the most comprehensive industry survey, from the ONS (link). On a non-seasonally adjusted basis, average 

house prices in the UK increased by 0.7% between July and August, compared with a rise of 0.3% during the 

same period a year earlier. House price growth was strongest in England where prices increased by 2.8% Y/Y. 

The highest annual growth within the English regions was in the East Midlands where average house prices 

grew by 3.6%. The lowest annual growth was in the North East, where prices increased by 0.2% in the year 

https://webcasting.brrmedia.co.uk/broadcast/5f7b0f4fc4d0076f2b93b30c
https://www.gov.uk/government/publications/uk-house-price-index-summary-august-2020/uk-house-price-index-summary-august-2020


to August 2020. In the latest month, prices for secondhand properties rose by 2.3%, while new build slipped 

by 1.6%, although the Y/Y increase was 2.5% and 5.3% respectively.  

 

 

 

In other news … 

 

Housing transaction delays. Reinforcing Bellway’s comments above, the Legal & General Mortgage Club 

warns in Estate Agent Today (link) that delays across the house buying sector mean those wanting to benefit 

from the stamp duty holiday need to begin the buying and selling process by November 1 – only ten days 

away. In the majority of cases before the pandemic, a mortgage application for a consumer with 

straightforward circumstances took less than two weeks to move to mortgage offer. However, since the 

lockdown ended, this process is taking much longer – around a third of its mortgage advisers told the club it 

was taking three to four weeks with a further third saying it is taking four to eight weeks. Those applicants 

with more complex backgrounds, such as those with impaired credit histories or who have been on furlough, 

may typically need six to eight weeks to get approved for a mortgage. 

 

 

Prices are as at the previous day’s close. 
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