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To say the last few months have been eventful in terms of finance is an understatement. The rollercoaster of Covid-19 has meant 
reviewing business plans and finances – and then reviewing again and again. We thought we’d take this opportunity to share our 
treasury perspective and how the pandemic has impacted on the social housing sector.

Before digging a little deeper into the impacts, it worth remembering the Regulator of Social Housing (RSH) expects registered providers 
(RPs) to maintain at least 18 months’ liquidity (and DTP’s advice is that they plan for 24 months). This has served the sector well in this 
crisis. Compared to most other areas of the economy, RPs remain in a strong financial position. So let’s take a more detailed look at the 
pandemic’s impact on various elements of social housing finance:

Impact on income

The lockdown has clearly impacted on income. However, given that most development ceased and there has been a focus on 
emergency repairs only, the impact on cashflow has not yet been as significant as might have been expected. We have produced a 
stress test schedule and assisted clients in applying this to help them understand the potential implications of the changes. Looking 
forward, however, RPs need to model the impact on cashflow of income collection remaining below pre-pandemic rates, a resumption 
of development and managing a backlog of repairs and void work in an environment where socially distant working practices are 
maintained (and are therefore potentially more expensive to undertake). 

Impact on housing sector banking

The banks have plenty of liquidity and generally are much stronger than they were at the time of the credit crunch. They have all 
indicated that they remain keen to continue with their funding plans to the sector. Our experience on the funding deals we are currently 
progressing is that this remains the case, but with two caveats. Some banks are giving more priority to existing customers, and some 
current deals are stalled at Credit Committee level, as the Committees focuses on more urgent cases in other sectors. Terms of 
borrowing generally remain unaffected by the pandemic.

One other issue in relation to the banks is that the transition from LIBOR to SONIA is now underway. This is featuring in discussions 
on new finance, and all RPs with transactions currently priced against LIBOR should be starting to plan to engage with their lenders to 
ascertain their intentions.

In relation to the capital markets, although the sterling bond market was effectively closed for a couple of weeks at the start of the crisis, 
underlying demand remains as strong as ever. Plenty of deals have been completed including long -term private placements, one of 
which we advised on and which completed recently with an all-in funding cost close to 2.5%. For most providers, the ability to secure 
long term funding at this price will enable them to outperform their current business plans and have extra capacity for the future.

Impact on property valuation

One impact of the lockdown is that valuations could not be carried out in the usual way. Although external inspections are now being 
undertaken again, the internal inspection of residential property remains subject to severe restrictions. Recent advice by leading valuers 
is that they do not expect the current situation to have an impact on EUV-SH valuations, but MV-ST valuations could see a reduction 
of up to 10%, particularly in areas of high value. Borrowers with limited headroom on funding secured on a MV-ST basis are advised to 
gauge the potential impact on their plans of a reduction in both existing and planned levels of asset cover.

Impact on covenant compliance

Covenant compliance will be an important issue moving forward. We had heard that one of the banks was considering some form 
of general waiver for the immediate situation, and it is generally assumed that banks will be accommodating in the shorter term. 
Nevertheless, it is important that RPs engage with lenders without delay if they are aware that covenant waivers may be required. 

One issue for providers with a large development programme that has stalled is that they can no longer capitalise the cost of their 
development teams, thus increasing the charge to revenue with the consequent impact on the interest cover covenant. Of further 
interest is the situation moving forward as RPs plan for the recovery period, kickstarting their improvement programmes and managing 
the backlog of day-to-day repairs, cost increases and reduced income, which some may struggle to do so within existing covenants. 
This could be an issue for both March 2021 and 2022 accounts – so it is important to look well ahead.

Impact on access to government funding schemes

We have been approached by some clients about government funding schemes and we have had several discussions with the banks. 
There are now a range of schemes available, tailored for both small and medium sized businesses as well as larger enterprises, with 
support ranging from Bounce Back Loans, through to business interruption loans (CBILS and CLBILS) and the purchase of investment 
grade commercial paper. 

After some initial confusion it seems clear that RPs do qualify for the schemes, but with turnover limits assessed at group not subsidiary 
level. There is also the expectation that groups with on-lending facilities and resources available will provide funding in the first instance 
for trading subsidiaries. RPs are unlikely to be regarded as priority cases by banks already overwhelmed with applications from 
organisations desperate for cash to survive. There may, however, be instances where RPs conscious of regulatory scrutiny of this area 
may choose to seek support, particularly if the recovery period is extended or a second wave of infections occurs.

So, plenty to think about and keep under review. Should you want further advice on any of the above, then please get in touch.
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