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“Record week” on easing of Scottish lockdown

Scotland’s only quoted housebuilder recorded its highest ever weekly
number of reservations following the reopening of its sales offices after the
prolonged construction lockdown north of the border. As a result, Q1 2021
sales are expected to be “significantly higher” Y/Y, after the inevitable
disruption caused by Covid. In this morning’s FY 2020 trading update, the
Group also highlighted the widely reported trend across the housing market
to larger homes with gardens, Springfield’s ‘sweet spot’ in our view.

" Lockdown shifts completions into FY 2021. As previously announced, the
Group entered H2 2020, to May, with a strong order book and “good
growth” across the business. But because of the lockdown, it was unable
to complete the delivery of homes scheduled for April and May, which for
the previous two years accounted for 30% of FY revenue, causing the
majority of private completions for Q4 to be postponed into FY 2021.

" Strong start to new year. All sites and sales offices were reopened by 29
June. The order book of contracted revenue is now over £110m, including
f44m of largely constructed private housing, contracted under the
Scottish missive system. FY 2020 revenue is thus expected to be some 25%
lower, at c¢. £144m. Notably, Springfield achieved the same revenue in
affordable housing as FY 2019, underlining, in our view, its resilience. It
expects to report a higher gross margin and PBT of at least £9m.

® Sound finances. Net debt at 7 July was £69m with a total credit facility of
£85m. With operations restarted, a strong order book and “significant
customer demand”, management expects a reduction in net debt.

" Greater demand for ‘villages’ and affordable homes. The Group’s
distinctive model could benefit in the near term from two trends
highlighted in the update: buyers wanting “larger homes, with gardens,
within commuting distance of cities” (served by Springfield’s ‘village’
concept) and an “even more acute” shortage of affordable housing.

= Strong fundamentals. We believe that, once the logistical obstacles from
Coronavirus normalise, the Scottish housing market should offer
significant growth in volumes and prices, due to relative under-supply.
Springfield’s proactive multi-tenure model was strengthened by last
year’s collaboration with Sigma Capital, which offers growth with modest
capital requirement. FY results are expected in October.

FYE MAY (£M) 2015 2016 2017 2018 2019
Revenue 84.3 90.8 110.6 140.7 190.8
Adj EBITDA 4.3 6.8 8.6 11.7 18.6
Fully Adj PBT 3.1 5.1 6.7 9.8 16.5
Fully Adj EPS (p) 0.0 57.1 9.2 10.7 13.9
EV/Sales (x) 1.4x 1.3x 1.1x 0.9x 0.6x
EV/EBITDA (x) 28.1x 17.8x 14.1x 10.3x 6.5x
PER (x) 0.0x 1.6x 10.2x 8.7x 6.7x

Source: Company information. Guidance previously withdrawn.
This publication should not be seen as an inducement under MiFID Il regulations.

Please refer to important disclosures at the end of the document.
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Springfield in brief: distinctive model in growth market

Springfield was founded by current Chairman Sandy Adam, who began housebuilding in
1988, and the Group was admitted to AIM in October 2017. We continue to believe that
economic and political dynamics are likely to support growth in housebuilding volumes and
prices in Scotland, where values have lagged most of the UK. In our view, the company
benefits from a distinctive business model and we believe strategically important
acquisitions and an innovative rental partnership over the past three years are supportive
of a return to growth once the logistical and economic hurdles of Covid-19 normalise. For
more a more detailed introduction, see our initiation note of 12 February 2019, Local hero,
and the Springfield research section on Progressive’s website.

" A more attractive market? There is strong pressure in Scotland to build more private
and affordable homes. Scotland lags England in the proportion of homes owned
privately and the Scottish Government has pledged to build 50,000 affordable homes
over five years to 2020-21. House prices in Scotland are more affordable in relation to
household incomes than almost any other region of the UK’s mainland.

= A distinctive model. Springfield has a differentiated business model which focuses on
two differing markets, both of which have high demand and, arguably, a lower risk
profile: family housing and affordable housing (the latter is provided both as part of
planning requirements in the Private Housing division as well as in its own right in the
Affordable Housing division, see over). The Group buys land ‘off market’ at more
attractive prices, it argues, than in the mainstream market, preferring more complex
long-term projects, demonstrated particularly in its ‘village’ sites.

" Distinctive ‘village’ communities. A cornerstone of Springfield’s strategy is its focus on
mid-sized ‘village’ communities. All of these are set in a rural context, but close to fast
growing cities, located in Dundee, Perth, Sterling and Livingstone and Elgin. A factor
Springfield’s success in securing these sites has been the close co-operation it has
worked in with local councils and other stakeholders, a key differentiator for the
company, in our view.

" Smart deals. The acquisitions of Dawn Homes in 2018 increased Springfield’s presence
in the West of Scotland, while Walker Group in 2019 strengthens its position in popular
commuter areas around Edinburgh, with higher priced homes and stronger gross
margins than Springfield’s then existing Private Housing division. In September 2019
the Group announced a partnership agreement with urban regeneration specialist
Sigma Capital Group to deliver private rented homes in Scotland. Under the agreement,
Springfield and Sigma will collaborate to acquire and develop sites for the private rental
sector (PRS). A number of existing Springfield sites, primarily its ‘Village’ developments,
have been identified as potential sites for PRS development. Subject to certain criteria,
Sigma will purchase part of these sites from Springfield and will award Springfield
construction contracts to deliver housing on the acquired land.

Springfield Properties
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Operational data

Year end: May (£m) 2016 2017 2018 2019

Private Housing

Completions 399 437 460 630
Change (%) 35.7% 9.5% 5.3% 37.0%
ASP (£000) 195.7 197.6 221.5 227.0
Change (%) -6.9% 1.0% 12.0% 2.5%
Revenue 78.1 86.4 101.9 143.3
Change (%) 26.3% 10.6% 17.9% 40.6%
Affordable Housing

Completions 96 183 310 322
Change (%) -47.8% 90.6% 69.4% 3.9%
ASP (£000) 125.6 127.0 120.2 133.0
Change (%) 11.7% 1.2% -5.4% 10.6%
Revenue 12.1 23.3 37.3 42.9
Change (%) -41.7% 92.8% 60.3% 15.1%
Total completions 495 620 770 952
Change (%) 3.6% 25.3% 24.2% 23.6%
Total ASAP (£000) 182.1 176.8 180.7 195.6
Change (%) 5.5% -2.9% 2.2% 8.2%
Housebuilding revenue 90.1 109.6 139.1 186.2
Other revenue 0.6 1.0 1.6 4.6
Total revenue 90.8 110.6 140.7 190.8

Gross profit

Private Housing 11.4 13.3 155 27.1
Margin (%) 14.6% 15.4% 15.2% 18.9%
Affordable Housing 2.3 34 6.4 7.6
Margin (%) 19.1% 14.6% 17.2% 17.7%
Other 0.1 (0.0) 0.2 (0.4)
Gross profit 13.8 16.7 22.1 34.3
Margin (%) 15.2% 15.1% 15.7% 18.0%
Admin, other income (7.7) (8.9) (11.5) (17.3)
Share in PBT of JV - 0.0 0.6
Total operating profit 6.1 7.8 10.7 17.6
Margin (%) 6.7% 7.1% 7.6% 9.2%
Exceptionals - - (0.6) (0.6)
Net interest (1.0) (1.1) (0.9) (1.1)
PBT, reported 5.1 6.7 9.2 16.0
PBT, pre-exc 5.1 6.7 9.8 16.5

Source: Company information. Guidance previously withdrawn.
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Financial Summary: Springfield Properties

Year end: May (Em unless shown)

PROFIT & LOSS 2015 2016 2017 2018 2019
Revenue 84.3 90.8 110.6 140.7 190.8
Adj EBITDA 4.3 6.8 8.6 11.7 18.6
Adj EBIT 3.8 6.1 7.8 10.6 17.0
Reported PBT (0.5) 5.1 6.7 9.2 16.0
Fully Adj PBT 3.1 5.1 6.7 9.8 16.5
NOPAT 3.1 4.9 6.3 8.6 13.8
Reported EPS (p) 0.0 57.1 9.2 10.0 13.3
Fully Adj EPS (p) 0.0 57.1 9.2 10.7 13.9
Dividend per share (p) 0.0 0.0 2.8 3.7 4.4
CASH FLOW & BALANCE SHEET 2015 2016 2017 2018 2019
Operating cash flow (2.4) (5.9) 3.2 14.4 16.0
Free Cash flow (4.1) (7.7) 0.6 10.9 10.7
FCF per share (p) (107.9) 1.0 14.8 11.2
Acquisitions 0.0 0.0 0.0 (15.3) (20.9)
Disposals 0.1 0.0 0.5 0.1 0.4
Shares issued 0.1 0.1 0.1 42.2 0.0
Net cash flow 0.5 (0.2) 8.8 3.7 (9.0)
Overdrafts / borrowings 21.4 30.6 41.5 27.3 32.6
Cash & equivalents 0.0 0.0 8.3 12.0 3.1
Net (Debt)/Cash (21.4) (30.6) (33.2) (15.3) (29.6)
NAV AND RETURNS 2015 2016 2017 2018 2019
Net asset value 26.2 29.2 324 79.0 88.5
NAV/share (p) 443.3 82.0 91.9
Net Tangible Asset Value 26.2 29.2 32.4 78.4 86.9
NTAV/share (p) 443.3 81.4 90.2
Average equity 26.2 27.7 30.8 55.7 83.8
Post-tax ROE (%) (3.9%) 14.7% 17.4% 13.2% 15.4%
METRICS 2015 2016 2017 2018 2019
Revenue growth 7.7% 21.8% 27.2% 35.6%
Adj EBITDA growth 57.4% 26.8% 36.4% 58.8%
Adj EBIT growth 61.6% 28.2% 35.9% 60.1%
Adj PBT growth 65.0% 31.2% 46.1% 69.2%
Adj EPS growth (83.9%) 17.1% 29.1%
Dividend growth N/A N/A 32.1% 18.9%
Adj EBIT margins 4.5% 6.7% 7.1% 7.6% 8.9%
VALUATION 2015 2016 2017 2018 2019
EV/Sales (x) 1.4 1.3 1.1 0.9 0.6
EV/EBITDA (x) 28.1 17.8 14.1 10.3 6.5
EV/NOPAT (x) 38.9 24.9 19.1 14.0 8.7
PER (x) 1.6 10.2 8.7 6.7
Dividend yield N/A N/A 3.0% 4.0% 4.7%
FCF yield (115.4%) 1.0% 15.8% 11.9%

Source: Company information. Guidance previously withdrawn.
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Disclaimers and Disclosures

Copyright 2020 Progressive Equity Research Limited (“PERL”). All rights reserved. Progressive’s research is commissioned by the subject
company under contract and is freely available to the public and all institutional investors. Progressive does not offer investors the ability to
trade securities. Our publications should not, therefore, be considered an inducement under MiFID |l regulations. PERL provides professional
equity research services, and the companies researched pay a fee in order for this research to be made available. This report has been
commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only. All information used in
the publication of this report has been compiled from publicly available sources that are believed to be reliable; however, PERL does not
guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of
PERL at the time of publication, and any estimates are those of PERL and not of the companies concerned unless specifically sourced
otherwise. PERL is authorised and regulated by the Financial Conduct Authority (FCA) of the United Kingdom (registration number 697355).

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or underwrite
securities or units. Investors should seek advice from an Independent Financial Adviser or regulated stockbroker before making any
investment decisions. PERL does not make investment recommendations. Any valuation given in a research note is the theoretical result of
a study of a range of possible outcomes, and not a forecast of a likely share price. PERL does not undertake to provide updates to any
opinions or views expressed in this document.

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the United Kingdom.
It has not been prepared in accordance with the legal requirements designed to promote the independence of investment research. Itis not
subject to any prohibition on dealing ahead of the dissemination of investment research.

PERL does not hold any positions in the securities mentioned in this report. However, PERL’s directors, officers, employees and contractors
may have a position in any or related securities mentioned in this report. PERL or its affiliates may perform services or solicit business from
any of the companies mentioned in this report.

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings. In addition, the level
of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes may lead to difficulties in
opening and/or closing positions. It may be difficult to obtain accurate information about the value of securities mentioned in this report.
Past performance is not necessarily a guide to future performance.
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To arrange a meeting with the management team, or for further information about Progressive, please contact:
Emily Ritchie

+44 (0) 20 7781 5311

eritchie@progressive-research.com



