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Barratt Developments says 'not right time' for
dividends despite strong housing market

698

Price:

£7.11 billion

Market Cap:

Barratt Developments PLC (LON:BDEV) has said it is not yet the right time to
resume paying a dividend as it reported a 46% decline in annual profits but
noted that enjoyed a boom in sales in recent weeks.

1 Year Share Price Graph

The FTSE 100-listed housebuilder posted a £491.8mln profit before tax for the
year to end-June, 2020, down from £910mln the year before.
READ: Barratt Developments to pay £70mln to rectify faulty apartment
blocks
A 29% decline in house sales to just over 12,600 had already been revealed,
with volumes curtailed by the coronavirus lockdown in the group's fourth
quarter, leading to revenue falling 28% to £3.4bn.
Net cash more than halved to £308.2mln by year-end, down from £765.7mln a
year earlier, albeit with the company confident it has a resilient balance sheet,
with land creditors of £791.9mln, equivalent to 25.4% of its giant land bank.
Having joined the mass dividend dump back in March, Barratt's updated
guidance is that, "when the board believes the time is right, it will implement a
dividend policy based on a dividend cover of 2.5 times".
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Company Synopsis:

The company had 85% of employees furloughed with government support at
one point during the lockdown but made the decision in July to return the
£26mln of furlough funds received.

Barratt Developments is a United Kingdombased company engaged in housebuilding
and
commercial
development.

"Although uncertainties remain, all of our sites are operational, we are seeing
very strong consumer demand and our robust financial position means we
enter the new financial year with cautious optimism," Barratt chief executive
David Thomas said in the annual results statement.
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Activity in the new financial year has been "encouraging", with net private reservations per average week of 314 versus
250 for the previous year, resulting in net private reservations per active outlet per average week of 0.94 versus 0.68.
A 62% increase in home completion volumes in the eight weeks to August 23, 2020, to 1,439 was attributed to a
combination of pent-up demand, the Stamp Duty holiday "and an understanding that Help to Buy will only be available
to first-time buyers and regional home price caps will exist from April 2021".
Total forward sales, including joint ventures, as at August 23, 2020, stood at 15,660 homes, valued at £3.7bn.
House price boost
Fresh house price data from Nationwide on Wednesday also revealed that house prices have continued their postlockdown recovery in the past month, with a 2% monthly rise that is the biggest gain in over 16 years,
and cancelling out the falls seen in May and June.
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Helped by this extra boost, which saw of the housebuilding and wider residential property sector trading higher, Barratt
shares rose 7% to 536.6p by mid-morning on Wednesday.
"While Barratt talks of 'cautious optimism' alongside its full-year results, its true assessment of the outlook is best
reflected by its continuing decision to keep dividends off the table," said Russ Mould, investment director at AJ Bell.
"This is a perfectly rational response to a highly uncertain backdrop. It is indicative of management's suspicion that the
big jump in activity following the property market's emergence from deep freeze is due to a flood of pent-up demand,
boosted by a stamp duty holiday, which will eventually ebb away."
He said the house prices news may provide some short-term fizz for the sector but cautioned "there could be a lingering
hangover to come", due to the rising levels of joblessness.
"If Barratt is in for a period of weaker demand then it will need to maintain a strong balance sheet as a buffer, enabling it
to come out the other side ready to take advantage of any eventual recovery.
"Relative financial strength would also allow Barratt to add to its land bank at a time when prices are likely to be at
bombed-out levels. This would have positive implications for long-term profitability although such considerations are a
long way off just now."
--Adds shares and broker comment--
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
managers
and
international
investor
communities.
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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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