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Home Construction: US Credit Outpaces
UK Despite Supply Shortages
d

The post-pandemic “race for space” is driving strong demand for housing globally. Higher building material costs have
pushed up new house prices in the US by at least 25% in the past year; but over the same period, (highly seasonal) housing
starts are up 7.4%.

UK housebuilders are not immune to global shortages of construction materials and skilled workers but — according to
some sources — these have been amplified by Brexit.

Figure 1 shows credit trends for the North America (including Canada) and UK home construction sectors.

Figure 1: Credit Trends, North American and United Kingdom Home Construction
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North America has seen improving credit since Nov-20, stabilizing over the past few months. However, the UK deteriorated
over the same period, and, after some improvement from May-21 onwards, has deteriorated again in the latest month.




Home Construction: US Credit Outpaces UK Despite Supply Shortages B Credit Benchmark

Figures 2 and 3 show the change in credit distribution over the past year for North American and United Kingdom Home
Construction respectively.

Figure 2: Credit Distribution, North American Home Construction; Oct-20 vs Oct-21
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Figure 3: Credit Distribution, United Kingdom Home Construction; Oct-20 vs Oct-21
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Over the past year, the North American credit distribution has shifted towards investment grade: there has been a decrease
in the b credit category and the bbb credit category has expanded.

On the other hand, the United Kingdom has seen a shift towards high yield, with an increase in both the b and ¢ credit
categories.

Figures4,5and 6 showdetailed credittrends forthree North American Home Construction Companies:Century Communities
Inc, Lennar Corp, and Meritage Homes Corp.
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Figure 4: Century Communities Inc
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Figure 5:Lennar Corp
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Figure 6: Meritage Homes Corp
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Century Communities Inc, Lennar Corp and Meritage Homes Corp — all in the American residential construction top ten — have shifted
from high yield to investment grade over the past year; Fitch and/or S&P has also upgraded these firms.
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Figures 7,8,9,10,11 and 12 show detailed credit trends for six United Kingdom Home Construction Companies: Countryside
Properties Plc, Lioncourt Homes Ltd, Jones Watkin & Son Ltd, Precision Construction Ltd, Bell Contracting Ltd and Kier
Build Ltd.

Figure 7: Countryside Properties Plc, a constituent of the
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Figure 8: Lioncourt Homes Ltd
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Figure 9:Jones Watkin & Son Ltd
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Figure 10: Precision Construction Ltd
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Figure 11: Bell Contracting Ltd
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Figure 12: Kier Build Ltd
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Countryside Properties Plc, Lioncourt Homes Ltd and Jones Watkin & Son Ltd have shifted from the investment grade to high yield in
the past year; Precision Construction Ltd saw multiple deterioration from Nov-20 to Aug-21 but has shown improvement in the latest
months; Bell Contracting Ltd and Kier Build Ltd show significant improvement in the summer of 2021 but have since stabilised.
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Figures 13 and 14 show upgrades vs. downgrades for North American and United Kingdom Home Construction entities
respectively.

Figure 13:Upgrades vs. Downgrades, North America, 21 credit category scale
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Figure 14:Upgrades vs. Downgrades, United Kingdom, 21 credit category scale
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After 5 consecutive months of more upgrades than downgrades, North America shows no recent upgrades or downgrades.

However, after just 3 consecutive months of more upgrades than downgrades, the UK has seen another wave of downgrades.

Credit Benchmark brings together internal credit risk views from 40+ of the world’s leading financial institutions. The contributions are anonymized,
aggregated, and published in the form of entity-level Credit Consensus Ratings (CCRs) and aggregate analytics to provide an independent, real-world

perspective of risk. CCRs are available for 60,000 financials, corporate, funds, and sovereign entities globally across emerging and developed markets,
and 90% of the entities covered are otherwise unrated.

CB USA CB UK

12 East 49th Street, 9th Floor 131 Finsbury Pavement, 5th Floor
New York, NY, 10017 London, EC2A TNT

Telephone: +1 646 661 3383 Telephone: +44 (0)207 099 4322

Credit Benchmark does not solicit any action based upon this report, which is not to be construed as an invitation to buy
or sell any security or financial instrument. This report is not intended to provide personal investment advice and it does not take into account the
investment objectives, financial situation and the particular needs of a particular person who may read this report.
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Credit Consensus Ratlng
and Analytics

Credit Benchmark provides Credit Consensus Ratings and Analytics
based on contributed risk views from 40+ of the world’s leading financial
institutions, including 15 GSIBs, domiciled in the US, Continental Europe,
Switzerland, UK, Japan, Canada, Australia and South Africa.

For regulatory and business reasons, these financial institutions have
each created their own regulated internal credit rating agency to assess
the creditworthiness of tens of thousands of obligors. Credit Benchmark
collects, aggregates and anonymises this information to provide an
independent, real-world perspective of risk, delivered twice monthly to our
partners.

Credit Benchmark fills an information gap left open by traditional credit

risk content providers by offering a timely, comprehensive view of credit

risk which proves complementary to issuer-paid rating agencies and third
party model vendors. The first of its kind “credit consensus” data reflects the
expertise of more than 20,000 credit analysts across the contributing group
- a powerful example of the wisdom of crowds.

Credit Consensus Ratings and Analytics are available on over 60,000
corporate, financial, fund and sovereign entities globally, most of which are
unrated by credit rating agencies.

Data that works for you

Credit Benchmark data is available via our Web App, Excel add-in, API, flat-
file download, and third-party channels including Bloomberg.
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Credit Benchmark Web App: Entity-Level Data Sample
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Credit Benchmark Web App: Data Screen Sample

Contact
Data that works for

For more information, visit
Credit Benchmark data is available via our Web App, Excel www.creditbenchmark.com
add-in, API, flat-file download, and third-party channels or contact
including Bloomberg.

Email:

Contact us to learn more and get a free trial of our data. info@creditbenchmark.com

UK Office (London):
+44 (0)20 7099 4322

US Office (New York):
+1 646 661 3383




