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IMPORTANT LEGAL NOTICE
THIS PRESENTATION IS NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION, IN WHOLE OR IN PART DIRECTLY OR INDIRECTLY, BY ANY MEANS OR MEDIA TO US PERSONS IN OR INTO, THE UNITED STATES,
AUSTRALIA, SOUTH AFRICA, CANADA OR JAPAN OR ANY OTHER JURISDICTION WHERE TO DO SO MIGHT CONSTITUTE A VIOLATION OF THE RELEVANT LAWS OR REGULATIONS OF SUCH JURISDICTION
Shares in Residential Secure Income plc (the Fund) may not be offered or sold in the United States, Australia, South Africa, Canada or Japan or to, or for the account or benefit of, any national, resident or citizen of the United States,
Australia, Canada, Japan or South Africa. There will be no offer of shares in the Fund in the United States, Australia, Canada, South Africa or Japan or any other jurisdiction where to do so might constitute a violation of the relevant
laws or regulations of such jurisdiction. This Presentation has been prepared and issued by ReSI Capital Management Limited (the Fund Manager). The information contained herein is being furnished to you solely for the purpose of
giving you a preliminary indication of the strategy and structure of Residential Secure Income plc (the Fund) and is not to be used for any other purpose or made available to anyone not directly concerned with your evaluation of the
possibility of requesting further information regarding an investment in the Fund. The summary of the structure and other information for the Fund mentioned in this Presentation is not and does not purport to be complete and is subject
to change. This Presentation should not be taken as an inducement to engage in any investment activity and is for the purpose of providing information about the Fund. By being in receipt of this Presentation, you will be deemed to
have (a) agreed to all of the following restrictions and made the following undertakings, and (b) acknowledged that you understand the legal and regulatory sanctions attached to the misuse, disclosure or improper circulation of this
document.
This Presentation does not constitute or form part of any offer or invitation to sell, or any solicitation of any offer to purchase or subscribe for any shares or any other securities nor shall it (or any part of it) or the fact of its distribution,
form the basis of, or be relied on in connection with, any contract. The distribution of this Presentation and other information in connection with the Fund in certain jurisdictions may be restricted by law and persons into whose
possession any document or other information referred to herein comes should inform themselves about, and observe, any such restrictions. Any failure to comply with these restrictions may constitute a violation of the securities laws
of any such jurisdiction.
This Presentation is not intended to provide, and should not be construed as or relied upon for legal, tax, financial, business, regulatory or investment advice, nor does it contain a recommendation regarding the purchase of any
Shares. The merits or suitability of any securities must be independently determined by the recipient on the basis of its own investigation and evaluation of the proposed Company. Any such determination should involve, among other
things, an assessment of the legal, tax, accounting, regulatory, financial, credit and other related aspects of the securities. Potential investors are advised to seek expert advice before making any investment decision.
This Presentation is directed only at: (i) persons having professional experience in matters relating to investments who fall within the definition of "investment professionals" in Article 19(5) of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005; or (ii) high net worth bodies corporate, unincorporated associations and partnerships and trustees of high value trusts as described in Article 49(2) of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005 and persons who receive this Presentation who do not fall within (i) or (ii) above should not rely on or act upon this Presentation. The information and opinions contained in this Presentation are
provided as at the date of this Presentation (unless otherwise marked) and are subject to verification, change, material updating and revision and no representation or warranty, express or implied, is or will be made in relation to the
accuracy or completeness of the information contained herein and no responsibility, obligation or liability or duty (whether direct or indirect, in contract, tort or otherwise) is or will be accepted by the Fund, the Fund Manager or any of
their affiliates or by any of their respective officers, employees or agents in relation to it. Certain of the industry and market data contained in this document comes from third party sources. Third party industry publications, studies and
surveys generally state that the data contained therein have been obtained from sources believed to be reliable, but that there is no guarantee of the accuracy or completeness of such data.
No liability whatsoever (whether in negligence or otherwise) arising directly or indirectly from the use of this Presentation is accepted and no representation, warranty or undertaking, express or implied, is or will be made by the Fund
Manager, the Fund or any of their respective directors, officers, employees, advisers, representatives or other agents (Agents) for any information or any of the opinions contained herein or for any errors, omissions or misstatements.
None of the Agents makes or has been authorised to make any representation or warranties (express or implied) in relation to the Fund or as to the truth, accuracy or completeness of this Presentation, or any other written or oral
statement provided. In particular, no representation or warranty is given as to the achievement or reasonableness of, and no reliance should be placed on any projections, targets, estimates or forecasts contained in this Presentation
and nothing in this Presentation is or should be relied on as a promise or representation as to the future.
This Presentation is strictly private and confidential, may not be distributed to the press or any other person, may not be copied, re-produced, discussed, published, quoted or referenced to, in any form, in whole or in part, for any
purpose whatsoever, without the prior written consent of the Fund Manager and in particular, may not be distributed to any U.S. person or to any U.S. address. Any distribution or reproduction of this Presentation in whole or in part is
unauthorised. Failure to comply with this restriction may constitute a violation of applicable securities laws. ReSI Capital Management Limited is a wholly owned subsidiary of TradeRisks Limited. TradeRisks Limited was acquired by
Gresham House plc in March 2020 and is authorised and regulated by the FCA and SEC (since 2001 and 2002 respectively).
Please contact a member of the Gresham House team if you wish to discuss your investment or provide feedback on this presentation.
Gresham House is committed to meeting the needs and expectations of all stakeholders and welcomes any suggestions to improve its service delivery. www.greshamhouse.com
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SUSTAINABLE ALTERNATIVES SPECIALISTS
A specialist alternative asset manager offering clients tailored investment solutions.

Housing

New Energy &
Sustainable
Infrastructure

Forestry

Public Equity

Private Equity

Our purpose
To deliver effective alternative investment solutions
to ensure clients achieve their financial objectives
whilst making a meaningful contribution to
advancing the world’s transition to a more
sustainable way of life.

Gresham House vs. industry average
PRI scores in 2020

Strategy & Governance
Awarded the LSE
Green Economy Mark

A

A+

Peers

Gresham House
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INTRODUCTION
▪ UK REIT focused on delivering long term inflation-linked income from
a secure and in-demand asset class

▪ Fundamental supply and demand dynamics for affordable homes
provide a highly supportive background for this key residential sector

Poplar Court, Lancashire

▪ Expect full 5p per share dividend cover1 by July 2021 following full
deployment and occupational improvements
▪ Sustainable investment approach maximises social impact

Eaton Green Court, Luton

▪ Unique platform for investment with group-owned Registered Provider
of social housing

Clapham Park, Lambeth
1. Calculated on recurring profit before valuation movements

This is a target only and not a profit forecast. There can be no assurance that this target will be met.
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INVESTMENT CASE
Why invest in affordable and social housing?

Why invest in ReSI?

Stable, long term, inflation-linked rents

20-year track record financing and advising social
housing3

Increasingly diversified income stream

Long-term investment grade equivalent debt

Supply/demand imbalance from historic undersupply

Wholly-owned Group, Registered Provider of social
housing

2m shortfall in homes

delivered1

Reducing development appetite from peers
94% of affordable housing delivered by

not-for-profits2

Secure, subsidised rents underpinned by pensions,
housing welfare or shared owner stakes

Average 23-year maturity, unique £300m facility with 0.5% coupon4

Investment Partner of Homes England and Greater
London Authority
Sustainable investment approach maximises social
impact

1. Ministry of Housing, Communities & Local Government - shortfall in homes delivered over last ten years vs. National Housing Federation target
2. Ministry of Housing, Communities & Local Government and English Housing Survey
3. Source: Gresham House
4. Source: Gresham House

Past performance is not necessarily a guide to future performance.
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PORTFOLIO
Portfolio split (valuation %)

Retirement
2,222 homes, £212m

10%

Independent living for retirees with Assured Tenancies

Retirement Rentals

Shared Ownership

Local Authority

549 homes, £101m1
Part buy, part rent affordable homes ownership
Quadruples access to home ownership

Shared Ownership

29%

61%

Local Authority
289 homes, £33m
Leased to local authorities for those otherwise homeless

Units acquired and occupied
in the year

Income generating portfolio as at 1 October 2020

2,619 homes

441 homes

£274m

Committed and available units

£72m

£212m
Retirement

£33m
Local Authority

£29m
Shared Ownership

£34m
Shared Ownership

£38m
Shared Ownership

2,222 homes

289 homes

108 homes

286 homes

155 homes

1. Includes committed acquisitions for 105 units worth £21m
Source: Gresham House
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OVERVIEW OF RETIREMENT RENTAL
UK Population over 65 (millions)

Retirement rental
▪

Independent living for retirees with Assured Tenancies

25

▪

Secure rental income paid from pensions and welfare

20

▪

Rents around Local Housing Allowance levels

15

▪

Returns comprise:
- 5.3% Net Initial Yield (NIY) on cost
- Inflation growth during investment period

10
5

Bower House, Cheshire

0

1966

65 to 74

1991

2016

75 to 84

2041

2066

85 and over

Rental income
Inflation growth

Purchase Price

65%
To meet future demand, the UK’s
retirement housing stock needs
to grow to 1.2m - 65% more than
exists today

Homelinks House,
Lytham St. Annes

Sources top to bottom: ONS, Savills
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OVERVIEW OF SHARED OWNERSHIP
Getting onto the housing ladder with smaller deposits, lower income requirements and lower annual payments
% each age group that are UK homeowners

Shared Ownership
▪

Affordable home ownership

▪

Part-rent, part-buy model with below market rents and
low deposit requirements

▪

Secure rental income as shared owners invest equity
in their home and rents below market

55%
41%
32%
9%
16-24 year olds

Returns comprise:
- 3.3% NIY on cost
- Staircasing gains
- Inflation growth during investment period
Rental income
Inflation growth
Reversionary surplus

Purchase Price

25-34 year olds

1981

35-44 year olds

Yersin Court, Swindon

2019

Households able to afford a £250k home
7

6.2m

6

People (m)

▪

69%

62%

5

4
3
2

1.5m

1
0
Outright Purchase

Shared Ownership

Step Forward, Cheshire East

Sources top to bottom: English Housing Survey, ONS
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H1 FY2021 HIGHLIGHTS
£5.1m
Operating profit before
fair value
(H1 FY20: £4.3m)

72%

1.8p

5.0p1

105.1p

£325m

Dividend cover

Adjusted earnings

Dividends

NAV per share

Investment property

(H1 FY20: 52%)

(H1 FY20: 1.4p)

(H1 FY20: 5.0p)

(H1 FY20: 105.0p)

(FY20: £302m)

Successfully delivering on plan to reach full dividend cover
▪

Annualised net income per quarter
(p per share)

Fully deployed capital due to £19m of acquisitions and £21m of committed
acquisitions in the H1 2021

6.0

▪

Dividend cover of 82% for Q2, already ahead of 80% full year target2

5.0

▪

Full dividend cover on track to be achieved in July 20212

4.0

▪

Unique £300m 45-year debt facility

3.0

‒ 0.5% coupon

2.0

‒ Delivers 300bps yield pick-up on shared ownership
1.0

▪
▪

Investment Partner of Homes England and Greater London Authority
0.0

Sustainable investment approach maximises social impact

FY21 Q1 Actual

FY21 Q2 Actual

FY21 Q4 Forecast

1. Annualised figures based on H1 FY21
2. Calculated on recurring profit before valuation movements

This is a target only and not a profit forecast. There can be no assurance that this target will be met.
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H1 FY21 INCOME
Resilient operating income during Covid-19 crisis demonstrates portfolio’s defensive characteristics

H1 FY21

H1 FY20

Change

Net rental income1

£6.1m

£5.7m

7%

First tranche sales profits

£0.4m

£0.2m

151%

Management fees

£(0.9)m

£(0.9)m

(2)%

Overheads

£(0.5)m

£(0.6)m

(19)%

£5.1m

£4.3m

17%

£(2.0)m

£(1.9)m

3%

£3.1m

£2.4m

29%

1.8 p

1.4 p

29%

Operating Profit before changes in fair value
Net finance costs*
Recurring Operating Profit
Adjusted EPS

Key highlights
Net rental income
▪

Robust rent collection rate of 99%

▪

1.1% like for like rental growth in line with RPI

▪

Retirement voids down to below 8% from 10% in
September

▪

No void risk on Local Authority Housing or shared
ownership after first tranche sale

Shared Ownership delivery
▪

Shared Ownership portfolio now 93% occupied with
further 5% reserved, delivering £0.4m first tranche
sales profit

▪

£19m acquisition of homes which are immediately
income generating, with a further £21m committed

1. Net finance costs are presented excluding ground rent expense, which are a finance cost under IFRS but have instead been included in net rental income
ReSI plc Interim Results 31 March 2021
Past performance is not necessarily a guide to future performance.
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NET ASSET VALUE - H1 FY21
(0.3)
1.1
1.8

105.0

(2.5)
1.2

105.1

106.3

Performance drive by improving net income
▪

£4.9m/2.9p total return before one-offs

▪

£3.1m/1.8p net income representing 72% dividend cover, of which 1.6p is recurring net rental income

▪

£1.8m/1.1p valuation gain

▪

£2.1m/1.2p EPRA adjustment including revaluation of trading properties (£0.3m), financial instruments (£1.0m) and purchaser’s costs (£0.7m)

All data as at 31 March 2021, Gresham House
Past performance is not necessarily a guide to future performance.
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ROBUST PERFORMANCE
Robust rent collection rate through Covid

Retirement voids reduced close to pre-Covid average
11%

100%

10%

98%

9%
96%

8%
94%

7%

92%

6%
5%

90%
Mar
2020

Apr
2020

May
2020

Jun
2020

Jul
2020

Aug
2020

Sep
2020

Oct
2020

Nov
2020

Dec
2020

Jan
2021

Feb
2021

Mar
2021

Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar
2019 2019 2019 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2021 2021 2021

Successfully delivering Shared Ownership homes

Totteridge Place, Barnet

All data as at 31 March 2021, Gresham House
Past performance is not necessarily a guide to future performance.
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CAPITAL STRUCTURE
Investment grade debt ensures asset quality and provides access to low cost of funding, which expands investment opportunity to higher credit
quality investments at lower yields
H1 FY21

FY20

Total debt

£162m

£141m

Total assets

£348m

£327m

Reversionary surplus

£45m

£36m

LTV (target 50%)

47%

43%

Leverage on reversion value

42%

39%

2.40%

2.60%

23 years

23 years

Weighted average cost
Weighted average maturity
Capital stack
£500m

Leverage strategy minimises traditional risks
▪ Minimises refinancing risks
‒ Amortising facilities limit exposure to bullet
repayments

▪ Minimises covenant risks
‒ Debt capacity based on operational cash flows
rather than traditional LTV tests

▪ Minimises interest rate risks

£400m

‒ Long-term debt matching underlying cash flows

£300m
£200m
£100m
£0m
FY21

Debt

Equity

FY20

Grant Funding

Discount to VP Value

All data as at 31 March 2021, Gresham House
Past performance is not necessarily a guide to future performance.
15

REVIEW AND OUTLOOK
Full cover from start of FY22. FY21 coverage of at least 4p, i.e. 80%

What did we say at
year-end?
(September 2020)

Driven by:
▪ Deploying remaining £32m
▪ Fully occupying Shared Ownership portfolio
▪ Reducing retirement voids

Strong progress ahead of targets

Where are we now?

Dividend cover of 82% for Q2, already ahead of 80% full year target 1
Full dividend cover on track to be achieved in July 20211

Committed c.£40m Shared Ownership acquisitions, 20% higher than the target
▪ £19m of which immediately income producing
Shared Ownership grown to 549 homes (including 105 committed acquisitions)

Drivers

▪ 418 occupied, a further 31 reserved and only 15 available

Retirement voids reduced to below 8%, down from 10% in September 2020 and closing in on pre-Covid average of c.7%
▪ Transfer of the property management from Girlings to a subsidiary of the Investment Manager is expected to provide further cost
efficiencies and operational improvements over the next 12 months

1. Calculated on recurring profit before valuation movements.

This is a target only and not a profit forecast. There can be no assurance that this target will be met.
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ORIGINATION (SOURCING)
What we buy

▪ Low-rise properties
▪ Simple to operate

Prudent approach to asset selection
Housing
Association

Local
Authorities

Private
housebuilders

▪ Investment opportunities
sourced from Housing
Associations, Local Authorities
and private house builders

▪ Secure and subsidised rents
Key selection criteria
▪

Areas with high price-to-earnings rations

▪

Diversified across:
‒ Locations
‒ Property type (houses and apartments)
‒ Tenant characteristics (families and individuals)

▪

Risk management enhanced with concentration
limits

Acquisition process
summary

8,000 homes sourced
in the last year
6,000 homes
entered DD
c.3,200 homes
entered detailed DD
Executed
c.450 homes

▪ Strong relationships built up
over 20 years as fund
manager and last four years
as an active investor
▪ Team utilise these
relationships and track record
to source off-market
investment opportunities
▪ Reputation for speed and
certainty of transacting
▪ Stringent DD, with vast
majority of assets failing
these procedures

1. Ministry of Housing, Communities & Local Government, Live table 1000: https://www.gov.uk/government/statistical-data-sets/live-tables-on-affordable-housing-supply
2. Ministry of Housing, Communities & Local Government 2017-2018 Statistical Release of s106 deliveries
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SHARED OWNERSHIP TRACK RECORD
ReSI plc has delivered 549 Shared Ownership homes across 10 schemes through ReSI Housing

Clapham Park, Lambeth

Brampton Park, Huntingdon

Mulberry Park (Step Forward), Cheshire

Totteridge Place

Clapham Park phase 1

Clapham Park phase 2

Step Forward

Brampton Park

Date:

January 2019

January 2020

July 2020

July 2020

September 2020

Size:

£16.5m/ 34 homes

£26.6m/ 59 homes

£30.0m/ 73 homes

£3.0m/ 33 homes

£1.6m/ 6 homes

Heathfield Gardens

Flora Court

Auckland Rise

Celsus Grove

Orbit Portfolio

Date:

December 2020

December 2020

December 2020

March 2021

March 2021

Size:

£7.2m/ 20homes

£6.8/ 24 homes

£15.0m/ 41 homes

£5.1m/68 homes

£16.4m/191 homes

19%

£29k

32%

34

Purchase discount to OMV

Grant per new home

First Tranche Sold

Average age

9.1x
Average multiple house
price - earnings

Source: Gresham House as at March 2021
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FUTURE OF SHARED OWNERSHIP
▪ Strong demand: 25,0001 new Shared Ownership homes / £2.7bn required
each year2
▪ Government support: Shared Ownership will comprise 50% of the new
homes delivered under the £12.0bn affordable housing programme for 2021-26
▪ Improving standards: ReSI aims to be a best-in-class provider of Shared
Ownership, driving improvements across the sector and has adopted unique
Shared Ownership Customer and Environmental Charters

Flora Court, Croydon

New model Shared Ownership
▪

£11.5bn grant for 212,000 affordable homes over five years from April 2021 - half will be Shared Ownership

▪

Changes to the Shared Ownership model are not retrospective

▪

Minimum first tranche sale decreased from 25% to 10%

▪

Option to staircase by 1% p.a. with heavily reduced fees at a price linked to the original purchase adjusted for local HPI

▪

Landlord to provide support for repairs and maintenance for the first ten years

▪

Minimum lease term of 990 years for new build Shared Ownership

1. National Housing Federation
2. Avison Young (£262k average Shared Ownership value, with 41% first tranche sold)
19

SUSTAINABLE INVESTMENT HIGHLIGHTS
Industry contribution
▪

Set the Shared Ownership Customer and Environmental Charters, aiming to drive best practice in
the Shared Ownership sector

▪

Early adopters of The Good Economy’s (TGE) Sustainable Reporting Standard for Social Housing1
- encouraging best practice ESG reporting

Resources
▪

Overseen by a Director of Sustainable Investment

Policies
▪

Housing Sustainable Investment Policy2 to formalise our sustainable investment

Impact
▪

Worked with TGE to independently assess the social impact ReSI’s portfolio has on its stakeholders

▪

Used the Impact Management Project to better understand and assess the level of impact ReSI’s
portfolio can have

▪

Portfolio supports the UN Sustainable Development Goals (SDGs), mostly contributing towards
SDG 11 - Sustainable Cities and Communities

1. https://thegoodeconomy.co.uk/resources/reports/SRS_final-report_2020-11-16-094356.pdf
2. https://greshamhouse.com/wp-content/uploads/2020/09/Housing-Sustainable-Investment-Policy-160920.pdf
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ESG - SOME EXAMPLES
ReSI has a diversified portfolio providing support to multiple groups of beneficiaries with a range of positive outcomes,
including security of tenure for residents, improved wellbeing, and financial savings.
Environmental
▪

▪

▪

ReSI’s portfolio is more energy efficient
than the National Housing Association
and the SHIFT Landlord benchmark
ReSI’s portfolio has an average EPC
score of C, compared to the UK average
EPC rating of D
Focus on improving our lowest rated
EPC rating by property

Social

Governance

▪

Reduced social isolation for retirees
through living with peers during lockdown

▪

Subsidiary, ReSI Housing is a for-profit
Registered Provider

▪

Provided spacious, high quality homes to
lower and middle income households

▪

▪

Worked with Luton Borough Council to
avoid rough sleeping during Covid

Ensures good governance and financial
viability of ReSI Housing and that
resident’s’ welfare is protected

▪

Non-executive directors of ReSI Housing
have enhanced powers to veto any
action that threatens compliance with
regulatory standards

F 0%
D 17%

B

B 31%
E 2%

C
D
E
F

C 50%
Source: Gresham House
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MEASURING SOCIAL IMPACT
Four key areas used to measure progress towards the social outcomes of ReSI’s portfolio

Affordability &
value for money

Social need

Increasing supply

Quality partnerships

Sample outputs: Social need

Shared Ownership

Local Authority

Retirement

Impact
metrics

Affordability ratio (average house price
to average earnings) in local area

Number of households on local
authority waiting list

Property Manager’s survey analysis

▪

Results

▪
▪
▪
▪

Barnet: 16.3x
Lambeth: 14.5x
Huntington: 9.3x
UK average: 7.8x

Luton: 13,077 on waiting list out of
78,900 households or 16.6%
(compared to national average of
5.1%)

▪
▪
▪

95% would recommend renting in
retirement
87% had made new friends
80% were attracted by an assured
lifetime tenancy

Source: The Good Economy
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SUMMARY
▪ Successfully delivering on plan to reach full dividend cover
‒ Fully deployed capital with £19m invested in income-producing SO and further £21m committed
‒ Operating profit before fair value movements up 19%

‒ Dividend cover of 72% for H1 FY21 compared with 52% in H1 FY201
‒ Full dividend cover on track to be achieved in July 20211
‒ 99% rent collection

▪ Sustainable investment approach maximises social impact
▪ Unique platform for investment:
‒ Registered Provider
‒ Investment Partner of government
‒ USS debt facility

▪ Future focus on retirement and shared ownership
‒ We provide scale and unique opportunities
1. Calculated on recurring profit before valuation movements.

This is a target only and not a profit forecast. There can be no assurance that this target will be met.
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Q&A

APPENDIX

Portfolio Overview

PORTFOLIO RETURNS
Retirement

Local Authority

Shared Ownership

Total

Value

£212m

£33m

£101m1

£346m

Homes

2,222

289

549

3,060

Lease term

Lifetime

5 years remaining

115 year lease term

Lease turnover

18% p.a.

N/A

2.5% staircasing p.a.

Assured Tenancy

Almost FRI

FRI

Inflation linkage

RPI

60% linked to CPI

RPI+0.5%

LTV

44%

43%

52%

Scottish Widows

NatWest

USS

Interest cost

3.5%

2.6%

0.5%

2.4%

Debt maturity

2043 (partially amortising)

2022

2065 (fully amortising)

23 year WAL

Net yield on value

4.7%

5.5%

3.1%

4.4%

Net yield on cost

5.3%

5.2%

3.3%

4.8%

Levered yield on cost

6.9%

6.9%

7.0%

6.9%

Lease type

Lender

Staircasing return
Gross to net leakage

Poplar Court, Lancashire

47%

Eaton Green Court, Luton

0.8%
43%

7%

3%

Clapham Park, Lambeth

1. Includes committed acquisitions for 105 units worth £21m
ReSI plc Interim Results 31 March 2021
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RENT PROFILE
Rent per week (as a % of units)

Net rent by counterparty type

Average rent per calendar month: £740

0%
£200-300

15%
21%

46%
£100-200

30%
76%

54%
Under £100

55%

Shared Owners
Individual Retirees

3%

Licensed Retirement Flats

Local Authorities
Local Authority

Shared Ownership

Retirement

Gresham House, March 2021
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LOCAL AUTHORITY OVERVIEW
Local Authority
▪

Homes leased to local authorities and used to house those
who would otherwise be homeless

▪

Strong counterparty (Luton Borough Council)

▪

Void risk with Luton Borough Council

▪

Returns comprise:
- 5.2% NIY on cost
- Inflation growth during investment period

280,000
People in the UK are homeless one in every 200 people (one in
every 24 people in the worst
affected areas)
Wesley House, Luton

Households in temporary accommodation

Rental income
Inflation growth

Purchase Price

100,000
90,000
80,000
70,000
60,000
50,000
40,000
30,000
20,000
10,000
0

Eaton Green, Luton

Sources top to bottom: Shelter, Ministry of Housing, Communities & Local Government
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OVERVIEW OF SHARED OWNERSHIP
Getting onto the housing ladder with smaller deposits, lower income requirements and lower annual payments

Part-buy, part-rent model
accessed only via Registered Provider

The shared owner:
▪ Purchases an equity share in their new home at open market value.
This is known as the “first tranche sale”, typically 30%

▪ Pays a subsidised rent1 on the remaining unsold equity, usually held
by a Registered Provider

Part-buy
Shared owner
first tranche
30%

‒ Rent grows with RPI

Part-rent ReSI
Housing
stake 70%

▪ Has the option to incrementally purchase additional shares in their
home at the prevailing open market value (known as “staircasing”).2
Historically this has occurred at an average rate of 2.5% p.a.
▪ Typically finances their initial stake with a 90% mortgage
▪ Is fully responsible for all maintenance, repair and insurance

1. This is similar to a ground rent in that if the shared owner defaults on rents they void their stake in the property
2. Giving a gain to ReSI who purchases at a discount
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USS DEBT FACILITY
▪ First standalone investment grade financing of
Shared Ownership
▪ Successfully arranged in the midst of the Covid-19
pandemic
▪ RPI linked, matching underlying Shared
Ownership cash flows, with coupon of 0.5%

Universities superannuation scheme facility
Outstanding debt

£54m

Facility Size

£300m

Amortising/bullet

Fully amortising

Term

45 year

Cost

0.5%

LTV

52%

Fixed/floating

Fixed (RPI Linked with 0%, 5% collar)

▪ Delivers 300bps yield pick-up on Shared Ownership
▪ £300m facility drawable over the three years,
supporting growth of Shared Ownership portfolio
▪ Cell structure allows different lenders within same
Registered Provider
▪ Covenants based on cash flows rather than LTV

Accounting for RPI-linked Debt
▪

Coupon payments recognised as finance costs

▪

Debt held at fair value through Profit and Loss on balance
sheet

▪

Movements in the fair value of debt at each reporting date
are recognised in profit or loss

▪

Full debt set up costs are recognised as finance costs on
day one

All data as at 31 March 2021, Gresham House
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A SYSTEMIC PROBLEM

House price to earnings ratio

No
data

2-5x

5-8x

8-12x

12x+

Unaffordable
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STATEMENT OF COMPREHENSIVE INCOME
H1 FY21
(£’000)

H1 FY20
(£’000)

Variance

4,559

4,742

(4)%

Shared Ownership

593

78

660%

Local Authority

911

859

6%

6,063

5,679

7%

391

156

151%

Management fees

(911)

(927)

(2)%

Overheads

(491)

(605)

(19)%

(1,977)

(1,927)

3%

3,075

2,376

29%

1.8

1.4

29%

Retirement

Net rental income1
First tranche sales profits

Net finance costs1
Recurring Operating Profit before change in fair value
Adjusted earnings per share

1. Net finance costs are presented excluding ground rent expense, which are a finance cost under IFRS but have instead been included in net rental income
ReSI plc Interim Results 31 March 2021
Past performance is not necessarily a guide to future performance.
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RECONCILIATION TO IFRS PROFIT
H1 FY21
(£’000)

H1 FY20
(£’000)

Variance

5,563

4,792

16%

(2,489)

(2,415)

3%

3,075

2,376

29%

Aborted acquisition costs

(1)

0

(100)%

One-off debt set up costs

(497)

0

(100)%

Operating profit before change in fair value

2,577

2,376

8%

20

(7)

(391)%

Change in fair value of properties

2,758

(1,021)

(370)%

Change in fair value of borrowings

(982)

0

(100)%

IFRS Profit before taxation

4,374

1,349

224%

2.6

0.8

224%

Operating profit before abort costs, property disposals, and changes in fair value
Finance Costs (excluding one-off debt set up costs)
Recurring Operating Profit before change in fair value

(Loss)/Profit on disposal of properties

Adjusted earnings per share (pence)

ReSI plc Interim Results 31 March 2021
Past performance is not necessarily a guide to future performance.
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STATEMENT OF FINANCIAL POSITION
31 March 2021 30 September 2020
£’m
£’m

Variance

212

211

1%

Shared Ownership

80

58

38%

Local Authority

33

34

(2)%

325

302

37%

6

10

(41)%

11

10

4%

(162)

(141)

15%

(1)

(3)

(75)%

180

180

0%

105.1

105.0

0%

Retirement

Total investments
Inventories - properties available for sale
Cash and cash equivalents

Borrowings
Other assets/liabilities
Net Asset Value
IFRS Net Asset Value per share (pence)

ReSI plc Interim Results 31 March 2021
Past performance is not necessarily a guide to future performance.
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EPRA PERFORMANCE MEASURES
31 March 2021 30 September 2020

Variance

1.8 p

1.4 p1

28.6%

£181.8 m

£181.0 m

0.1%

106.3 p

105.8 p

0.1%

£174.2 m

£163.7 m

6.4%

Net Initial Yield

4.5%

4.7%

(4)%

‘Topped-Up’ Net Initial Yield

4.5%

4.7%

(4)%

8%

13%

(38.5)%

21%

23%1

(8.7)%

Earnings per share

Net reinstatement value
Net Tangible Assets

Net Disposal Value

Vacancy Rate

Cost Ratio1

1. Note these metrics are based on March 2020 figures
ReSI plc Interim Results 31 March 2021
Past performance is not necessarily a guide to future performance.
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