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(Updated – 16 October 2020) 

UK Economic and Construction Update 
LATEST INFORMATION 

1) UK Unemployment:  

The ONS’s official measures show that the UK unemployment rate in August rose to 4.5%, only slightly 
higher than the pre-Covid-19 rate of 3.9%, illustrating the extent of impact that the furlough scheme has 
had in maintaining employment across the economy. However, the claimant count remained at 7.6% in 
September, the same rate as in August, which was the highest rate since 1995 as more people became 
eligible for a broader range of universal credit benefits.  

 

Total hours worked by employees rose 4.2% month-on-month. However, the number of hours worked 
still remained 15.3% lower than January 2020’s level, pre-Covid-19. ONS construction employment data 
is only available quarterly and for Q3 will only be available in November’s release. 

 

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/uklabourmarket/october2020
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2) UK Construction Vacancies: 

UK construction vacancies between July and September 2020 were more than double the level three 
months earlier (+189.5%) during the nationwide social distancing restrictions but were still 12.7% lower 
than a year earlier according to the ONS. 

 

 

3)  UK Construction Pay: 

UK construction regular pay in August 2020 was 3.0% lower than a year ago compared with 4.8% 
lower in July and 9.5% lower in May whilst total pay (including bonuses) in August was 3.2% lower 
than a year ago compared with 5.3% lower in July & 10.8% lower in May. 

 

 

4)  Barratt Developments Trading Statement: 

Barratt Developments reported that from 1 July to 11 October 2020 the sales rate in the period was 
0.87 net private reservations per active outlet per average week, up 20.8% on last year (2020: 0.72). It 
operated from an average of 340 (2020: 374) active outlets reflecting the delay to site commencements 
created by the impact of the lockdown period on our operations and launched 33 (2020: 26) new 
developments including JVs. In the period, Barratt delivered 4,032 (2020: 3,252) home completions 
(including JVs), up 24.0% on last year. Total forward sales (including JVs) as at 11 October 2020 were 
15,135 homes (13 October 2019: 12,963 homes) at a value of £3,647.6m (13 October 2019: £3,070.2m).   

 

https://www.ons.gov.uk/employmentandlabourmarket/peoplenotinwork/unemployment/datasets/vacanciesbyindustryvacs02
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/datasets/averageweeklyearningsbysectorearn02
https://www.londonstockexchange.com/news-article/BDEV/trading-statement/14718799
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EXISTING INFORMATION – UK Economy  

UK GDP in August: The economy continued to grow in August and has recovered nearly two-thirds of 
the output lost due to the pandemic, though GDP is still almost 10% smaller than in February. Growth 
in August was, however, lower than previous months and certain parts of the economy are continuing 
to struggle. 

 

Industrial production grew 0.3% in August 2020, with manufacturing growing 0.7%. Services output grew 
2.4% in August. Most growth in services came from hospitality, which benefited from Government’s Eat 
Out to Help Out scheme. Outside hospitality, health and education, there was little services growth. 
Some parts of services remain depressed; output in travel and arts and entertainment remain 50-90% 
lower than in February. On the other hand, courier/postal services have grown since February. 

 

 

 

https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/gdpmonthlyestimateuk/august2020
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UK GDP in August was still 9.2% below its prior peak in August despite no meaningful restrictions on 
economic activity being imposed. For context, that’s a bigger shortfall than seen at any point in the 
previous four recessions.  

 

IHS Markit/CIPS PMI Data for Services and Manufacturing: The UK service sector continued its recent 
recovery in September according to the IHS/Markit CIPS UK Services PMI. Business activity rose for the 
third successive month. The Services PMI fell from 58.8 in August, the highest reading since April 2015, 
to 56.1 in September. This indicates further growth but at a slower rate than in August. Growth across 
the services sector was uneven with gains mainly in business-to-business services. Areas of services 
more exposed to social contact such as hotels, restaurants and catering reported downturns in work 
during September, partly due to the end of government schemes such as Eat Out to Help Out and 
tightening of social distancing restrictions at a local or regional level. Growth in new business was 
slower than in August and a lack of international tourism was also reported to have weighed on foreign 
business. From those firms operating in business-to-business services or real estate activities, market 
demand was continuing to improve. This helped confidence regarding the future, with sentiment about 
the year ahead remaining positive territory despite easing to a four-month low). Companies expect that 
investment in new products and services, plus an uplift in sales and demand once the pandemic has been 
brought fully under control, will help to drive business expansion. However, the latest PMI indicated that 
employee numbers in the service sector continued to fall. Whilst easing to the slowest rate since March, 
the rate of job losses was again marked amid evidence of ongoing spare capacity. 

 

https://www.markiteconomics.com/Public/Home/PressRelease/56a9e43a11ec447d84c7b36edf0fb5e3
https://www.markiteconomics.com/Public/Home/PressRelease/e94ff418de5e4729b78e106c42810a3a
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The IHS/Markit CIPS UK Manufacturing PMI rose for the fourth consecutive month in September 
although growth slowed slightly to 54.1 in September from 55.2 in August, which was its highest levels 
for over 2.5 years. Increased manufacturing production was due to higher demand, companies reopening 
and staff returning to work. Large manufacturers saw the fastest growth and small-sized firms the 
slowest. New business rose for the third successive month, reflecting a combination of improving 
customer demand, rising export orders, signs of recovery in the retail sector and the reopening of 
schools. Manufacturing firms reported job cuts for the eighth consecutive month in September but the 
rate of job losses eased to its lowest since February. In September, manufacturers maintained a positive 
outlook for the year ahead, with 60% expecting output to be higher in 12 months’ time and confidence 
remained close to July's 28-month high. However, a rising number of firms also noted a high degree of 
uncertainty due to coronavirus and the end of the Brexit implementation period.  

 

HM Treasury Winter Economy Plan: The Chancellor announced a Winter Economy Plan with the focus 
on a new Job Support Scheme replacing the Coronavirus Job Retention Scheme (furloughing) that 
finishes at the end of October. Employees will need to work a minimum of 33% of their usual hours. For 
every hour not worked the employer and the government will each pay one-third of the employee’s 
usual pay, and the government contribution will be capped at £697.92 per month. Employees using the 
scheme will receive at least 77% of their pay, where the government contribution has not been capped. 
The employee must not be on a redundancy notice. The scheme will run for six months from 1 
November. It is worth noting that effectively businesses will be required to pay 55% of their employees 
salary for 33% of hours worked. The key question then is how many businesses can afford and are 
willing to take the 22% difference/cost at this time? In addition, it is more expensive for companies to 
employ two people on 50% of their hours than one worker on 100% hours as a firm would have to pay 
part-time workers for the hours worked in addition to one-third of the salary shortfall. So, an employer 
would pay 50% salary and a 17% top-up to those employees. However, if they get rid of one employee 
and kept the other on full-time hours, they would just pay one full salary.  

 

The Chancellor also announced a 6 month extension of the Self-employment Income Support Scheme 
(SEISS) from November 2020 to April 2021 in the form of two taxable grants. The initial grant will cover 
20% of average monthly trading profits capped at £1,875 in total. The second grant will be from the start 
of February until the end of April and government will review the level of this grant. The key concern 
with this scheme is that it will initially only cover 20% of average monthly profits and it is worth 
remembering that over 40% of workers in UK construction are self-employed. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/921059/CCS207_CCS0920237970-001_Winter_Economy_Plan_Web_Accessible.pdf
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Latest UK Economic Forecasts: The HM Treasury consensus of UK economic forecasts in August 
illustrates the latest forecasts from the main City and non-City forecasters. The range of forecasts has 
become considerably narrower over the last three months as the most optimistic forecasters have 
revised down their UK GDP forecasts for 2020 whilst the most pessimist have upwardly revised their 
forecasts.  

 

Over halfway through the year there remains a high degree of uncertainty as to the overall fall in GDP 
this year with the most optimistic forecaster, HSBC, anticipating a 7.8% fall whilst the most pessimistic 
forecaster, the Office for Budget Responsibility, anticipating a 12.4% fall. There is also a large range of 
forecasts for GDP in 2021 with the most optimistic forecaster, Experian, anticipating a 9.0% rise whilst 
the most pessimistic forecaster, Deutsche Bank, anticipating a 4.0% rise. All the forecasters are assuming 
a ‘V’-shape or a ‘Tick’-shape recession and recovery so the high degree of uncertainty relates to the rate 
of recovery and the impact of rising unemployment as the furlough scheme increasingly requires firms to 
contribute to it and then when it ends at the end of October.  

 

The UK Government’s Coronavirus Job Retention Scheme (CJRS), in which firms can claim up to 80% of 
a furloughed employee’s pay capped at £2,500 per month, has meant that the unemployment rate 
remained at just 3.9% in June, unchanged from its pre-COVID-19 level despite the 20% fall in GDP in Q2 
that would normally be associated with very sharp rises in unemployment.  Unemployment is likely to 
rise sharply soon, with services (which accounts for over three-quarters of the UK economy) likely to 
be the worst affected sector. The extent of government subsidy will be reduced to 70% with a cap of 
£2,187.50 in September and 60% with a cap of £1,875 in October before it finishes at the end of the 
month. The majority of forecasters are anticipating that unemployment will peak near the end of this 
year at between 8% and 9% although there are concerns that the impacts on unemployment may 
actually take time to feed through and that the worst impacts will be in the first half of 2021.  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/910534/Forecomp_August_2020_new.pdf
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The governments in both Germany and France have decided to extend their schemes into 2021 to avoid 
sharp increases in unemployment. At this stage, the UK Government has stated there will not be an 
extension to the scheme. However, if activity does not pick up significantly in sectors such as food 
services, accommodation and travel or if there is a second wave of COVID-19 infections alongside flu 
with the colder weather in Winter leading to a tightening of social distancing restrictions, then the 
government may choose to extend the CJRS for the worst affected sectors.  

 

 

ONS Retail Spending and Centre for Cities Footfall: In August 2020, retail sales volumes increased by 
0.8% when compared with July, the fourth consecutive month of growth, resulting in an increase of 4.0% 
when compared with February’s pre-pandemic level. There was a mixed picture within the different 
store types as non-store retailing volumes were 38.9% above February, while clothing stores were still 
15.9% below February’s pre-pandemic levels. Spending for home improvements continued to rise in 
August as sales volumes within household goods stores increased by 9.9% when compared with 
February. Online retail sales fell by 2.5% in August when compared with July, but the strong growth 
experienced over the pandemic has meant that sales were still 46.8% higher than February’s pre-
pandemic levels. 

 

https://www.ons.gov.uk/businessindustryandtrade/retailindustry/bulletins/retailsales/august2020
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Data from the Centre for Cities, a think-tank, show that footfall has recovered fastest in towns and 
smaller cities where relatively few people use public transport, potentially indicating that worker 
reluctance to ride on mass transit systems explains why many are keen to operate from home. 

 

 

There has been an acceleration in the gradual return of workers to UK offices over the past week, with 
a 10% increase in journeys on London Underground from Tuesday to Thursday compared with the 
same period in the previous seven days. This partly reflects the first full week of schools being open in 
England, freeing working parents of some of their childcare responsibilities. Many senior managers 
returned to the office last week, exerting peer pressure on colleagues to do the same. 
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GfK Consumer Confidence: The index remained at -27 for August 2020, 7 points higher than at the 
nadir in April and May but still 13 points lower than one year earlier. According to the indices, those 
surveyed think the UK economy will suffer over the next year but that their own personal finances are 
likely to remain flat over the next year, which implies a degree of optimism bias (i.e. ‘it won’t happen to 
me’). The index for: 

• Changes in personal finances in the last year fell 1 point to -5, four points lower than August 2019 
• Personal finances over the next year rose 1 point to +1, 1 point lower than July 2019 
• The economic situation of the UK in the last year fell 1 point to -62, 28 points lower than a year ago 
• Expectations for the general economic situation over the next 12 months fell by 1 point to -42 

points, four points lower than August 2019 
• Major Purchases rose 1 point to -25 in July, which is 26 points lower than it was in August 2019 
• Savings remained flat in July at +21, the same as this time last year 
 

 
  

https://www.gfk.com/en-gb/press/UK-Consumer-Confidence-holds-at-minus-27-in-August?hsLang=en-gb
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EXISTING INFORMATION – Construction 

1) EU Construction Output: 

Overall, construction output in the EU in July was 0.1% lower than in June and was 5.7% lower than in 
pre-COVID-19 January 2020. Construction output in Germany in July fell compared with June and was 
6.4% lower than it was at the start of the year. Construction output in Spain fell for the second 
consecutive month and was 8.3% lower than in January. France's construction output was 5.0% lower 
than in January after growth between May and July. UK construction output rose sharply in June and July 
after only subdued growth in May but in July it remained 13% lower than in January. 

 

If it is assumed that July’s construction output level continues to the end of the year then UK 
construction output would fall by 16% overall in 2020. This remains an optimistic assumption given next 
months’ ending of the Coronavirus Job Retention Scheme (furloughing) that is expected to lead to a 
sharp rise in unemployment and reduce investment and demand in addition to the potential impacts of 
uncertainty as the end of the Brexit implementation period approaches and concerns regarding the 
effects of a potential second wave of COVID-19 alongside flu as the colder weather returns in Q4.  

 

 

 

 

https://ec.europa.eu/eurostat/en/web/products-press-releases/-/4-17092020-BP
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ONS Construction Output in August: Construction output in August 2020 was 3.0% higher than in July 
according to the latest ONS data. This is a slowdown in growth compared with the 17.2% growth in July 
compared to June and is in line with our 'V'-shape/'Tick'-shape construction output scenario. 
Construction output in August was still 13.0% lower than a year ago despite of four consecutive months 
of growth. The slowdown in growth in August was primarily due to a temporary dip in activity during 
the second half of August due to poor weather and holidays.  

 

Construction activity in August varied considerably across sectors as residential new build and rm&i 
continued to grow rapidly whilst activity fell sharply in industrial factories and commercial.  

 

Yet, despite rapid residential new build and rm&i growth, activity still remains lower than a year ago and 
the only sector where activity is higher than a year earlier was infrastructure. 

 

https://www.ons.gov.uk/businessindustryandtrade/constructionindustry/bulletins/constructionoutputingreatbritain/august2020
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Private house building output in August rose 12.0% compared with July but remained 10.4% lower than a 
year earlier. House builders remain buoyed by pent-up demand feeding through, rising house prices and 
strong forward sales plus government signalling it will sustain demand via the Stamp Duty holiday plus 
the completions deadline extension for the current version of Help to Buy. Although housing demand is 
currently strong, there remains a concern regarding where demand will come after 2021 Q1 when 
unemployment is rising and after the stamp duty holiday and current version of Help to Buy end. 

 

 

 

Commercial output in August was 2.0% lower than in July and remains 22.0% lower than one year 
earlier. Activity is continuing to finish off projects that were started pre-Covid-19. But, almost one-third 
(31%) of commercial construction is in London alone where, firstly, construction work involves many 
trades in tight spaces so social distancing and other safety measures are still hindering productivity on 
site so commercial towers in London that pre-Covid-19 were anticipated to finish in the Summer are 
now likely to finish in 2020 Q4 or 2021 Q1. Secondly, as projects do finish, there is concern regarding 
where demand for, and investment in, new offices, retail and leisure space will come from given that 
increased working from home for some people means that existing demand for office, retail and leisure 
space has fallen in London. This raises the question of where new, large upfront investment in additional 
commercial space will come from although the indications are that there has been a small increase in 
commercial fit-out activity in local communities where retail activity has been rising. 
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Infrastructure output in August 2020 was 2.7% higher than in July and 1.3% higher than a year earlier. 
There remains a strong pipeline of projects and programmes across roads, rail, water and energy with 
certainty of funding from clients (public and regulated sector) that are keen to get on with activity. Social 
distancing and other safety measures are easier to enact on large sites. The only hindrances to 
infrastructure appear to be airports scaling back expansion plans due to concern over tourism demand 
and resource-constrained councils that are cutting back on all but essential local maintenance work . 

 

Private housing rm&i output in August 2020 rose by 5.6% compared with the previous month after 
27.4% growth in July) and remained 12.4% lower than a year earlier. Output recovered quickly after 
social distancing restrictions eased as pent-up demand fed through and the indications from contractors 
are that demand remains high but there was a slight slowdown at the end of August due to holidays and 
poor weather (persistent rain). There were also indications from firms that this was temporary and 
rm&i growth accelerated in September.  

 

There are varied fortunes across the rm&i sector, however, with some firms involved in rm&i reporting 
activity considerably higher than pre-Covid-19 levels in August whereas some firms that are involved in 
retrofit activity that may benefit from Government's Green Homes Grant reporting that activity stalled 
after Government announced the Green Homes Grant to potentially boost energy-efficient measures 
such as double-glazing and insulation in July but that the policy would only start the end of September. 
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The sharpest falls in construction output in August 2020 were in the industrial sector, which covers 
factories and warehouses construction. Industrial output in August was 16.4% lower than in July and 
42.6% lower than one year earlier as growth in the warehouses sub-sector, buoyed by high online sales 
and logistics demand, is offset by further sharp falls in factories output, which is falling rapidly after 
projects that started pre-Covid-19 finish as factories demand is dependent on UK manufacturing 
prospects plus factories construction requires high investment upfront for a long-term rate of return, 
which is difficult to justify at the moment given uncertainty over UK economic recovery and Brexit 
uncertainty. 

 

 

 

Overall, Construction output in 2020 year to date is 19.4% lower than it was in 2019 (and the main 
scenario from our construction scenarios has construction output in 2020 estimated at -20.6%). 
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IHS Markit/CIPS PMI Data for Construction: The IHS Markit/CIPS UK Construction PMI in September 
was 56.8, up from 54.6 in August. As the 50 level represents no monthly change, September’s index 
value illustrates further growth in September and faster growth than in August. September's growth in 
construction activity accelerated after a slowdown in growth, except in housing and rm&i during the 
second half of August. Contractors reported the slowdown in activity during the latter part of August 
was largely as a result of holidays and poor weather affecting on site activity. Growth in September 
continued to be driven by house building and there was also growth in commercial activity according to 
IHS Markit/CIPS but civil engineering activity in September fell for the second consecutive month.  

 

In housing, new house building activity remained strong in September whilst house price inflation was 
robust, particularly for existing homeowners and those using Help to Buy not reliant on high Loan-to-
value (LTV) mortgages. This demand was also assisted by pent-up demand feeding through whilst 
employment rates remain high and government signalling that it is underpinning housing market demand 
and prices through the stamp duty holiday (and equivalents in Scotland and Wales). Housing 
refurbishments continued to grow in September as pent-up demand still feeds through and employment 
rates remained high, supported by furloughing, which ends in October.  

 

Commercial activity rose in September at its fastest rate for over two years as work continued on large 
projects signed pre-Covid-19, which clients are not paying more for so contractors will be keen to get 
these projects finished as quickly as possible.. Commercial has also been boosted by some activity on 
retail and leisure facilities in local communities that have benefited from an increase in demand at the 
expense of city centre commercial due to increased working from home for some households.  

https://www.markiteconomics.com/Public/Home/PressRelease/e3617d743d9f411bb482a563e478b74a
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The IHS/Markit CIPS PMI for civil engineering activity in September fell for the second month in a row. 
IHS Markit/CIPS stated that “bigger construction developments stayed in suspended animation” although 
that is not in line with the indications that the CPA has from contractors working in infrastructure. The 
indications we have from contractors are that large infrastructure sites are open and activity is both high 
and rising due to a strong pipeline of projects, programmes and frameworks as well as key clients with 
certainty over funding from both the public and regulated sector. However, local authority funding for 
smaller projects appears to be constrained as is resource to procure and deal with projects. In addition, 
early works on new projects within other construction sectors apart from housing have been slowing. It 
is worth noting that, despite continued construction recovery, IHS Markit/CIPS reported continued falls 
in staff numbers during September, albeit at its slowest rate for 7 months, as “releasing furloughed 
workers following a restructuring of their operations”, which is a concern given the furlough scheme 
ends this month. In addition, IHS Markit/CIPS reported falling staff numbers for the last 3 months and 
even before this, UK construction employment in 2020 Q2 was 124,534 lower than a year ago. 

 

Construction Employment: Employment in Q2 was 2.24 million, 124,500 lower than a year ago. 28.2% of 
the workforce was on furlough in June so still technically employed, preventing larger falls so far. Major 
contractor job losses have been limited so far, suggesting the majority of job losses have been at SMEs. 

 

Average hours per week worked in UK construction during 2020 Q2 fell by 24.3% compared with Q1 
and were 28.7% lower than a year ago according to the ONS.  

 

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/datasets/employmentbyindustryemp13
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ONS Construction Furloughs and Cash Flow: 37.0% of construction firms reported (7-20 September 
2020) cash reserves lasting 3 months or fewer, slightly lower than 38.1% a month ago and 17.7% of firms 
were unsure how long cash reserves will last vs 16.9% a month ago according to the Office for National 
Statistics (ONS).  

 

 

 

Construction firms reported (7-20 September) only 7.8% of the workforce was on furlough compared 
with 11.5% a month ago according to the ONS as activity continues to recover (especially in new house 
building and rm&i) whilst employers have to contribute to the furlough scheme. 

 

The 7.8% of the construction workforce on furlough (7-20 September) contrasts sharply with 46.9% of 
the construction workforce on furlough (18-31 May) during the social distancing restrictions according 
to the ONS.  

 

 

 

https://www.ons.gov.uk/economy/economicoutputandproductivity/output/datasets/businessimpactofcovid19surveybicsresults
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Construction Tender Prices: Construction tender prices are expected to fall by 4% in London and 3% in 
the regions during 2020 and by 1% in London and the regions during 2021 according to Arcadis. Given 
that costs have risen due to social distancing and other safety measures, the key question is who takes 
the hit? The anecdotal indications that we have so far are that main contractors and major house 
builders are pressurising sub-contractors and specialists to reduce their rates so they can maintain 
margin. 

 
 

UK ‘Points-based’ Immigration Plans:  

The proportion of non-UK labour working in construction is higher than most industry sectors. In 
particular, this is the case in London, were non-UK labour has been 50% in recent years. Previous 
concerns highlighted by many Trade Associations including the CPA were that most construction trades 
would not qualify to apply as a ‘Skilled Worker’ given their RQF skill level although this has been 
changed for most trades although some construction workers such as labourers, plant operatives, 
demolition workers and dry liners still do not qualify. ‘Skilled Worker’ applicants need a job offer from a 
licensed sponsor, meet the minimum skill level and speak English to an “acceptable standard”. However, 
the requirement for a specific job offer makes it problematic for construction given the reliance on sole 
traders. In addition, it is worth noting that the ‘going rate’ for most construction trades is below the 
minimum level of salary allowable for the job offer (see Table 27 of the Plans).  

Kier Results Year to 30 June: Kier’s pre-tax loss of £225.3 million for the year ended 30 June 2020 was 
broadly similar to the £229.5 million loss in the previous financial year. Its revenue fell from £3.95 billion 
to £3.42 billion, primarily due to the fall in activity in Q2. Kier’s construction division reported an 
operating loss of £58.9 million (-46%) on revenue of £1.58 billion (-15%). Kier reported the falls were 
due to the impact of the COVID-19 on both the productivity of existing sites and delays in starting new 
work. Its infrastructure services reported an operating profit of £9.4 million compared to a £3.3 million 
loss one year ago on revenue of £1.5 billion compared with £1.66 billion one year earlier. Kier’s 
housebuilding business recorded a £12.8 million loss and it reported that its sale would take place within 
6-12 months. 

 

https://www.arcadis.com/media/0/2/9/%7B029AD98E-CB4F-4F81-83E0-CC1C8C7765A6%7DMarket_View_Summer_2020%20Final.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/899755/UK_Points-Based_System_Further_Details_Web_Accessible.pdf
https://www.londonstockexchange.com/news-article/KIE/results-for-the-year-ended-30-june-2020/14689419
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UK Property Transactions: There were 81,280 property transactions in the UK during August 2020, 
15.6% higher than July 2020 but still 16.3% lower than in August 2019 according to HMRC. Given the 
time lag between initiating a house purchase to completing a house purchase, these transaction are still 
likely to be transactions initiated from the pre-COVID-19 period or pent-up demand that could not be 
enacted during the social distancing restrictions rather than due to a boost from stamp duty holiday that 
is only likely to be apparent in transactions later in the year.  

 

To give reference points for UK property transactions in 2020 overall, if transactions return to pre-
COVID-19 January levels by October, which would require a further 20% rise vs August and remain at 
that level then UK property transactions in 2020 would be 17% lower than in 2019. If transactions were 
to remain at August levels for the rest of the year then UK property transactions in 2020 overall would 
be 22% lower than in 2019. 

ONS House Prices: UK house prices rose by 2.3% in the year to July 2020 with the fastest growth seen 
in the Midlands and Yorkshire and Humber. It is worth noting that during July 2020, changes to Stamp 
Duty Land Tax, Land Transaction Tax and Land and Buildings Transaction Tax were made. However, 
the UK House Price Index (HPI) is based on completed housing transactions and typically, a house 
purchase can take six to eight weeks to reach completion. Therefore, the price data feeding into the July 
2020 UK HPI will reflect transactions that occurred before the tax changes took place. 

 

 

 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/919311/MPT_Com_Sep_20__cir_.pdf
https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/housepriceindex/july2020
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Zoopla House Prices and Demand : Online portal Zoopla reported in latest House Price Index holding 
steady at 2.6% in August but with considerable regional variations with house price inflation at over 4% 
in Manchester and Nottingham.  

 

Pent-up demand for First-time Buyers (FTBs) appears to have fed through in Summer as expected and 
demand may suffer from a lack of high loan-value mortgages, the impact of rising unemployment and 
new homes available under the current version Help to Buy. FTBs have been a driving force for sales 
over the last decade. They remain a key buyer group but increased movement by home-owners suggests 
a decline in the share of sales by FTBs into 2021. 

 

 

 

 

https://advantage.zpg.co.uk/wp-content/uploads/2020/09/Zoopla-UK-house-price-index-Sep2020-final.pdf
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Knight Frank Property Outlook: Property agents Knight Frank report that for the UK property market 
they assume the positivity of the last four months won’t be replicated between now and January with 
key considerations pointing to this including slowing consumer sentiment and Brexit. Conversely, key 
fundamentals such as low interest rates, long lead times for house purchase from the positive consumer 
sentiment in summer and the stamp duty holiday may sustain housing demand into the new year. 
However, it did note that the number of price reductions as a percentage of all listed properties rose 
above 4% in September. It wasn’t a significant increase but it illustrates the slight increases in 
nervousness in the property market in Autumn. 

 

 

 

EPCs for New Build Homes in 2020 vs 2019: Whilst MHCLG is not currently producing starts and 
completions figures, it is important to look at other robust measures on house building (the largest 
construction sector). Energy Performance Certificates for New Build Homes are very close to 
completions timing-wise. Since Week 27, the second week of July 2020, EPCs for New Build have been 
at approximately the same level that they were one year earlier. If EPCs for New Build were to continue 
at the current level for the rest of the year then overall for 2020 they would be 18% lower compared 
with 2019 overall.  

 

https://www.knightfrank.co.uk/research/article/2020-09-28-uk-property-market-outlook-week-beginning-28-september
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/917530/EPC_live_table_140920.xlsx
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MHCLG Starts and Completions: MHCLG suspended its quarterly house building figures earlier in the 
year due to concerns over responses from contributing organisations such as local authorities and 
registration organisations. However, it has now restarted publishing data. There were 15,930 homes 
starts in 2020 Q2, which is 51.7% lower than in Q1 and 59.1% lower than a year earlier whilst there 
were 15,950 homes completed during 2020 Q2, 62.3% lower than in Q1 and 64.3% lower than a year 
ago. The completions figures are in line with the ONS construction output data for house building. 
However, it would be worth treating the starts figures with caution until we are able to verify that 
house builders started as many new homes as they were completing in Q2 and, in particular, verify that 
the % decline in completions during Q2 was greater than the % decline in starts, during the height of the 
social distancing restrictions. Historically, during previous sharp declines in house building activity, the 
fall in starts has tended to be greater and quicker than the decline in completions due to house builder 
uncertainty over future demand.  

 

Given the end of the Coronavirus Job Retention Scheme (furloughing) and the expected rise in UK 
unemployment, it is worth watching the relationship between house building completions and the 
employment rate in England over time. Clearly, completions have also been distorted by Help to Buy 
(2013 Q1 to date) and the social distancing restrictions in 2020 Q2. They will also be distorted by the 
rebound as social distancing restrictions eased in Q3 plus the stimulus to the housing market from the 
Stamp Duty holiday (and equivalents in Scotland and Wales) until 2021 Q1 whilst the employment rate 
has been distorted by furloughing. However, there is a general notable trend that between UK 
employment and house building demand and an increase in unemployment may have a significant impact 
on suppressing housing and housebuilding demand next year particularly in the light of the end of the 
stamp duty holiday and current iteration of Help to Buy. 

https://www.gov.uk/government/statistical-data-sets/live-tables-on-house-building
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UK Brick Sales: UK brick sales (a useful proxy for house building) in August 2020 was 5.6% lower than in 
July and 11.7% lower than a year ago. Speaking to firms in the supply chain there was a slight dip in 
housing activity the 2nd half of August due to holidays and poor weather but firms also stated activity 
picked up in September. As a reference point for forecasts for 2020, if September brick sales pick up to 
July's levels and remain at that level then brick sales in 2020 will be 23% lower than in 2019. 

 

 

Bank of England Mortgage Approvals: The number of mortgage approvals for house purchase continued 
increasing sharply in August, to 84,715. This was a 27.8% monthly change and was 28.9% higher than a 
year earlier. However, it only partially offsets weakness seen between March and June. In total, there 
have been 418,000 approvals in 2020, compared with 524,000 in the same period in 2019. Approvals for 
remortgage were 7.8% lower than in July and 32.8% lower than one year earlier. 

 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/924144/20-cs10_-_Construction_Building_Materials_-_Bulletin_September_2020.pdf
https://www.bankofengland.co.uk/statistics/money-and-credit/2020/august-2020
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Nationwide House Price Index: Nationwide reported that average UK house prices rose 0.9% month-
on-month, after taking account of seasonal factors with most regions seeing a pickup in house price 
growth rates in Q3. The rebound reflects a number of factors. Nationwide reported that pent-up 
demand is coming through, with decisions taken to move before lockdown now progressing. The stamp 
duty holiday is adding to momentum by bringing purchases forward. Behavioural shifts may also be 
boosting activity as people reassess their housing needs and preferences as a result of life in lockdown. 

 

 

 

Redrow Annual Results: Redrow results for the year to June 28 had profits of £140 million compared 
with £406 million in the previous 12 months with a loss in the second half of the year. Total revenues 
fell by more than a third, from £2.1 billion one year ago to £1.34 billion in the last financial year. Redrow 
built just 264 homes in the final quarter of its year compared with 2,345 one year earlier and its results 
overall “were significantly affected by Covid-19 in a financial year that was budgeted to be 
disproportionately weighted to the final quarter”, said the company, which added that the pandemic 
would have “an enduring impact on the market”. Housebuilding levels have picked up significantly since 
and in the first few weeks of its new financial year it reported levels of completions higher than one year 
ago but it also noted a high level of uncertainty in the medium-term given expected rises in 
unemployment and the end of both the stamp duty holiday and current version of Help to Buy.  

 

 

 

 

https://www.nationwide.co.uk/-/media/MainSite/documents/about/house-price-index/2020/Sep_Q3_2020.pdf
https://www.londonstockexchange.com/news-article/RDW/final-results/14687174
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Persimmon Results: Persimmon completed 4,900 homes in first six months of 2020, compared to 7,584 
in the same period of 2019, a 35% fall. Total revenue fell from £1.754 billion to £1.190 billion, a 32% fall 
and profit before tax fell by 43%. However, it also highlighted the positive outlook, stating that the 
average weekly private sales rates per site since the start of July is 49% higher than a year earlier and its 
current forward order book is £2.5 billion, a 21% increase on last year. In addition, in its presentation to 
go alongside its results, its gross profit per plot remained broadly similar to levels in 2019.  

 

 

 

Taylor Wimpey H1 Results: In the first half of 2020, house builder Taylor Wimpey revenue fell 56.4%, 
homes completed fell by 57.6% and gross profit margin fell from 23.6% one year ago to 12.1%. 50% 
Taylor Wimpey's sales in 2020 H1 used government's Help to Buy scheme compared with 40% one year 
ago. It is also worth noting the charts on build output from its Half Year Financial Results presentation.  

 

 

 

 

https://www.londonstockexchange.com/news-article/tidm/headline/14656983
https://www.londonstockexchange.com/news-article/TW./half-year-results-for-the-period-end-28-june-2020/14632496
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Barratt Developments Results: Barratt Developments, the UK's largest house builder annual results for 
the year ended 30 June 2020 compared with a year earlier. Unsurprisingly, completions were down 29%, 
revenue was down 28% and profit before tax was down 46%. However, Barratt Developments forward 
sales as of 23 August 2020 were 19.9% higher than a year ago in volume and were 22.0% higher in value 
pointing towards the significant near-term growth. Barratt highlighted that low interest rates continue to 
keep mortgages at historically affordable levels. However, there has been a reduction in the high LTV 
lending, which many people require to get onto the housing ladder, reflecting a response to a perceived 
increase in risk and high levels of demand. The restriction and removal of Help to Buy will exacerbate 
this. 

  

 
 
 Vistry Group Half Year Results: Vistry Group (merger of Bovis Homes and Galliford Try housing 
businesses such as Linden Homes in January 2020) reported that in the six month period to 30 June 
2020, completions rose 5% and group revenue 28% compared with a year earlier due to the merger but 
that profit before tax had fallen from £72.5 million in 2019 H1 to a loss of £12.2 million in 2020 H1. 
Adjusted gross margin was 12.8% in 2020 H1 compared to 21.6% one year earlier and adjusted 
operating margin was 3.2% compared with 16.0% one year earlier. On a proforma basis in 2020 H1, 
house building completions were 63% lower than a year ago and partnership completions were 15% 
lower. However, as with other major house builders, Vistry reported that house building forward sales 
were up 17%. It is worth noting that none of the major house builders have reported figures for starts.  

 

 

https://www.londonstockexchange.com/news-article/BDEV/annual-results-for-the-year-ended-30-june-2020/14672162
https://www.londonstockexchange.com/news-article/VTY/half-year-report/14678140
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Travis Perkins Half Year Results: A fall in revenue in the first half of 2020 of 20% and a loss before tax of 
£113 million compared with a year ago reflecting shortfall from lower volumes partially offset by actions 
to reduce and control operating costs. In terms of the wider outlook, Travis Perkins stated that 
“Significant uncertainty remains in the UK economy in the near term. There has been a recent strong 
recovery in secondary housing transactions [a trigger for repair and improvement spending] but it is not 
yet clear whether this is a sustained trend or a release of pent-up demand. Furthermore, it is likely that 
an increase in unemployment will have a detrimental impact on consumer confidence and hence the 
group remains cautious on the volume outlook for building materials in the near term.” 

 

 
Commercial offices and retail vs Industrial warehouses – Commercial developer Derwent London 
reported on 7 July that it had received 75% of its office rents but only 25% retail and hospitality rents 
due for the June quarter (70% overall). In addition, it has still only collected 81% rents due for March 
quarter. Similar trends are there in British Land and Hammerson’s recent rent results and clearly has 
implications for not only existing commercial office, retail and hospitality space demand but more so for 
investment in new, additional commercial projects, particularly in London. This contrasts sharply with 
industrial developers that focus on warehousing space, boosted by online shopping, for example Segro, 
which stated on 7 July that it had already collected 93% of rents due for the third quarter of 2020. 
 

https://www.londonstockexchange.com/news-article/TPK/travis-perkins-successfully-adapted-to-unprecedented-markets/14678201
https://www.londonstockexchange.com/news-article/DLN/rent-update-june-2020/14605222
https://www.londonstockexchange.com/news-article/SGRO/update-on-uk-june-quarter-rent-collection/14606887

