
THERE REMAINS A SHORTAGE OF HOUSING  
IN LONDON AND DEMAND FOR RENTAL  
HOMES CONTINUES TO INCREASE

MARKET OVERVIEW

Chart 1: Indexed trend in number of jobs, people and 
homes in London 1997 to 2017 (1997 = 100)

Source: GLA, ONS, MHCLG

Chart 2: Annual trend in household tenure, London,  
1981 to 2017

Source: GLA, MHCLG
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Economic growth in London 
despite uncertainty
Ongoing uncertainty surrounding the 
UK’s departure from the European Union 
has led to caution among consumers 
and businesses in relation to investment 
decisions. In spite of this, there has been 
continued employment growth in London, 
exceeding the UK-wide figure to reach a 
record high of 5.9 million jobs in Q2 2018, 
up 1.5% from the previous year1.

Low unemployment and greater 
competition for labour have accelerated 
earnings growth to 3.4% for the same 
period relative to the previous year, the 
greatest increase since 2008 2.

The Greater London Authority (GLA) 
forecasts growth in London’s Gross 
Value Added, jobs and household  
income to continue over the next  
three years, at a faster rate than the  
UK overall1. 

Chronic shortfall of  
housing supply
There has been a clear and sustained 
disconnect between demand for and 
supply of housing in London. GLA 
analysis of Office for National Statistics 
(ONS) data shows that, between 1997 
and 2017, the number of jobs in London 
grew by 42% and the population by  
26%, but the housing stock by only  
16% (chart 1).

Population growth in the capital is 
expected to outpace that of the UK 
 as a whole, with the GLA projecting  
an increase – subject to the availability  
of housing – of 1.7 million between  
2015 and 2035, which would take 
London’s population to 10.5 million¹.

The provisional estimate of the net 
number of new homes completed in 
London for 2016/17 was 40,3503. This is 
an increase of 5,000 from the previous 
year, but remains far short of the GLA’S 
draft new London Plan target of 66,000 
new homes per year through to 2030.

Increasing demand for  
rental homes
There has been a significant shift in the 
tenure of households in London since 
1990. As shown in chart 2, GLA analysis 
points to a consistent, long-term fall in 
the proportion of homes in the capital 
that are owned with a mortgage. Having 
peaked at 40% in the early 1990s, the 
proportion of homes owned with a 
mortgage had fallen to 29% in 2017. 
Conversely, private rented homes 
accounted for around 11% of households 
in 1991 and had grown to 27% in 2017. 

There are now more than 1.6 million 
renting households in the capital 3. The 
imbalance between supply and demand 
is illustrated by upward trends in rents, 
which grew by 6.2% across Greater 
London in 2018².

Growth in build to rent 
Investment from individual private 
landlords has fallen significantly in recent 
years, influenced by changes to the buy-
to-let tax regime as well as economic 
uncertainty. Buy-to-let mortgages fell 
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Over the last three 
years we have made 
substantial progress 
against our objective 
to increase our output 
of build to rent homes 
to meet demand from 
institutional investors 
and to deliver high 
quality rental properties 
in London.

Jon Di-Stefano
Chief Executive Officer

Whilst the financial year to 31 March 
2019 was not without its challenges, 
we remain confident that our strategic 
move towards the growing rental market 
in London will enable us to increase our 
delivery of much needed new homes in 
the years ahead.

Performance overview
Total revenue in the year to 31 March 
2019 reached a record £354.3 million, 
up 12 per cent on last year (2018: £316.2 
million), with the proportion from build to 
rent developments also at a record level 
of 31 per cent (2018: 21 per cent). GAAP 
revenue, excluding the Group’s share of 
joint ventures, was £336.1 million (2018: 
£294.8 million). Profit margins remained 
at or above target levels with the margin 
on individual sale developments at 28.3 
per cent (target 24 per cent) and the 
build to rent margin at 13.2 per cent 
(target 12 to 13 per cent). This has been 
achieved against a more uncertain and 
challenging market backdrop.

Total profit before tax has reduced to 
£40.1 million (2018: £46.0 million) due 
to the increased proportion of lower 
margin build to rent developments 
within total revenue. GAAP profit before 
tax, excluding joint ventures, was £40.3 
million (2018: £46.3 million). Whilst 
absolute profits have fallen this should 
be considered in the context of a growing 
business delivering higher output but 
with a greater emphasis on lower risk 
and less capital intensive developments. 
As a result, our gearing has reduced 
considerably to 37.0 per cent (March 
2018: 44.6 per cent; September 2018: 
52.2 per cent).

We had hoped to achieve even more 
but, as previously reported, a number 
of factors hampered our ability to reach 
our original target of £50 million of profit 
before tax for FY 2019. The individual 
sale market in London has been subdued 
by a prolonged period of uncertainty 
and customer expectations of enhanced 
discounts and incentives led to reduced 
prices on those sales that were secured. 

Our results for the year were also 
affected by the delay of two build 
contracts anticipated to exchange in  
FY 2019 but pushed back to FY 2020  
due primarily to planning issues. 
Despite this, our performance in the 
year represents a great achievement 
for Telford Homes with revenue at an  
all-time high and profit before tax 
reducing largely due to our successful 
change in strategy towards lower  
margin build to rent homes.

Strategic shift towards  
build to rent
We sell homes to diverse customer 
segments including build to rent 
investors, housing associations, owner-
occupiers and individual investors. The 
strategy we have been pursuing for some 
time of increasing the proportion of our 
homes sold to the build to rent sector 
has been further validated by a more 
uncertain market for individual sales to 
owner-occupiers and a significant drop 
in demand from individual investors.

OUR BUSINESS MODEL IS INCREASINGLY 
FOCUSED ON BUILD TO RENT HOUSING AND 
THE REDUCED RISK AND LOWER CAPITAL 
REQUIREMENTS IT BRINGS 
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