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Berkeley Group builds up vast cash pile as profits
fall 'only' 21%
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Price:

£6.47 billion

Market Cap:

Berkeley Group Holdings PLC (LON:BKG) saw its full-year profits subside less
than expected, while the upmarket housebuilder's cash pile continued to swell,
but the FTSE 100-listed firm still saw its shares decline as it issued weaker
than expected forward guidance.
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The housebuilder's revenues rose by 4% to £2.96bn in the year to end-April, as
the group saw the level of home sales come in almost exactly flat at 3,698
while the average selling price rose to £748,000 from £725,000.
READ: Berkeley Group leaves guidance unchanged but is "mindful" of potential
for disruption from political back-drop
Berkeley's profit before tax (PBT) shrank by 21% to £775.2mln, which was an
improvement on guidance for profits to fall by around 30% at the start of the
year and on the 26% decline seen in the first half of the year. Earnings per
share fell 18% to 481.1p due to the effect of £199mln of share buybacks in the
year.
Furthermore, the group has so far outperformed its December 2016 plan to
deliver £3.0bn of PBT over the five years to 30 April 2021 by 18%, though
management still expect 2019/20 PBT to fall by around a third, with pre-tax
return on equity expected to settle at around 15% thereafter, having fallen from
41.9% to 27.9% in the past year.
The year ended with net cash of £975mln in the bank, up from £107.4mln three
years ago, while another £1.8bn is due on forward sales.
Management said this level of cash "represents under-investment
commensurate with the uncertain operating environment", though the
estimated gross profit in its land holdings has been maintained at above £6bn.
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Dividend not yet set
Directors had already set aside £139.7mln to be return in the coming year, of which only £5.2mln has be spent on
buybacks, with confirmation of the dividend to be announced on 15 August and paid on 13 September.
On the outlook, chief executive Rob Perrins said the cash pile and mass of land holdings "means we can look beyond
the current period of uncertainty with confidence".
"However, like all responsible businesses who operate in cyclical markets, we have been, and will remain cautious in
our investment in this environment, and this will determine the speed with which we deliver the value from our assets
and invest in new opportunities."
Mixed bag
George Salmon, equity analyst at Hargreaves Lansdown commented: "It's a bit of a mixed bag for Berkeley Group. On
the one hand, this year's profit is at the top end of forecasts, but on the other guidance for 2020 is weaker than some
had expected.
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"However, the group has been conservative in its guidance in recent times, so there's every chance we'll get another
upgrade later in the year if the London housing market behaves itself."
He added: "Despite the fall in profits, trading has been good this year, which is another feather in Berkeley's cap.
Shareholders can also look forward to buybacks and dividends equating to around £1.8bn in the coming years. That
looks eminently affordable - the group has plenty of land ready to turn into cash and a £975m net positive balance on
the books already.
"However, for all the good work, the shares remain relatively depressed due to the lingering threat of no-deal, and until
the Brexit fog lifts that's unlikely to change."
In early afternoon trading, shares in Berkeley Group were 1% lower at 3,522p.
-- Adds analyst comment, share price --
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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