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1.
introduction

AMA Research has published a wide range of reports covering glazing markets including Conservatories, Door & Window Fittings, Commercial Glazing and Door & Window Fabricators.

Reviews of channels of distribution including Builders Merchants, Timber Merchants, DIY Multiples and Garden Centres have also been published.  In addition, AMA has published specific reviews of the new housing market with a focus on windows, doors and roofline products, as well as a review of Local Authority window renovation programmes.

First published in 1990, this report on the Domestic Replacement Door and Window market is the 8th Edition, but has been extensively updated and represents a fresh, detailed review of developments within the domestic replacement sector, with interpretation of trends and their implications for the future.  Many changes in the industry have taken place over the last 10-15 years in terms of products, materials, methods of distribution, competitive structure sand marketing techniques as the market has matured.

The market structure is complex and continues to show significant changes to meet the competitive trading climate of the new Millennium.  As a result of this complexity, reviews of the industry have ranged from brief overviews of market size to detailed analyses of product and material trends within the industry.

Our review covers the domestic replacement market for doors and windows with particular emphasis on the double-glazed sector through the direct-sell Home Improvement market, though DIY channels are also included. The timber and composite supply sectors are also extensively reviewed.

Widely available and universally accepted statistics on this market are limited and we have used our background knowledge and experience to identify what we believe to be key areas of importance and interest in the industry with interpretation of trends and their significance.

Wherever possible, we have attempted to quantify and analyse areas of interest in the market.  In particular, an assessment of the systems market is included outlining the different structures of the aluminium, timber and PVC-u markets, with particular emphasis on the growing level of rationalisation within the sector in recent years.

2.
SUMMARY

Up to the mid-1990s, the performance of the replacement window market has generally been closely linked with the UK economy, with low inflation and interest rates, rising real incomes, a buoyant housing market and high levels of consumer confidence combining to provide a strong framework for the replacement window market.  However, as the market has matured, this link has been broken with sales relatively flat since 1997, as illustrated in the chart below.
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Chart 1: UK Replacement Door & Window Market 1998-2008 By Value £m RSP
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Volume demand for replacement windows and doors continued to increase until 2004, although value growth has been constrained.  It is estimated that, in value terms, the market reached a peak in 2002, before marginally declining in 2003/04 due to a combination of a maturing market, rising interest rates and a cooling housing market.  In 2004, the replacement market for windows and doors was estimated to be worth just over £2bn, having declined by 3% since 2002.

Windows are clearly the dominant sector, accounting for just over 70% of the replacement market, although its share has declined since 1998 as a result of increasing price pressures and the market reaching saturation level. The residential door sector continues to grow and is estimated to account for around 19% of the market, whilst the patio door market is very mature, its share having remained stable since the 1990’s. The entrance door sector has been supported by continued growth in the local authority sector combined with increased requirements for security, which has boosted sales of composite doors in particular.  

PVC-u has gained share across all sectors of the replacement windows and doors market, at the expense of timber and aluminium, since the mid 1980’s and is now the dominant material. However, in most of the major applications areas the opportunities for further share gain are more limited, with current shares in some cases exceeding 80-85%.  Timber has a share of approximately 18% by value, with the majority of sales in the entrance door sector, while aluminium’s share has declined across all sectors in the domestic market, to an estimated 4% in 2004.  Other materials, such as composites and steel, account for around 2% of the total replacement market but this share is growing strongly, particularly in the door sector, with the increasing popularity of composite doors. 

The private ‘direct sell' market is the dominant sector accounting for over 60% of the market in value terms, although competitive pressures have constrained value growth in recent years, while volume demand has also begun to fall as a result of the high levels of ownership in the private sector.  Longer term growth in this sector will become increasingly dependent on demand for second time replacement windows. The social housing sector accounts for a relatively small share of market, at around 15%, while the indirect private sector has declined over the last decade and now account for a share of around 24%. However, the public sector refurbishment market has seen significant changes during the last six years, and is likely to grow in value terms as a result of the growing influence of Housing Associations. Environmental issues have more influence in the public sector than in the private sector, and as a result of the negative perceptions of PVC-u in this respect, both timber and aluminium windows have recently enjoyed a boost in this sector.

Raw material and manufacturing costs have been rising steadily during the last two years, while long-term intense price competition has resulted in depressed prices for replacement windows, providing little scope for increasing prices.  As a result, suppliers have absorbed cost increases, leading to eroding margins across the industry and resulting in some restructuring in the supply sector.

However, the key issue in the door and windows market remains market saturation, with a high percentage of homes in the private sector now fitted with replacement windows. In addition, the extended life span of window and door products in general is likely to have a negative impact on all sectors of the replacement market in the medium term.  Enhanced product performance in terms of security and thermal efficiency is also providing some incentive for replacement, but so far, the emergence of a ‘second time replacement’ market has not been able to offset the natural decline in the market, and it is unlikely to do so unless the image of windows changes so that other issues than product failure, such as ‘lifestyle’ issues or fashion changes start to drive demand.

During the last decade, the industry structure has continued to evolve in all aspects of the distribution chain, reflecting a very mature market. Product design, quality and manufacturing standards have all improved significantly, with a more recent trend towards the separation of the manufacturing and installation operations.  In addition, many companies now offer a wider range of products with conservatories and roofline products in particular offering replacement window companies an opportunity to offset a flat window market.  

HW Plastics, part of the Heywood Williams Group, are market leaders in the PVC-u systems market, followed by Rehau and Epwin Group, with other major players including LB Plastics, Synseal, Eurocell and Bowater.   The timber products market is dominated by Jen-Weld, Premdor and Magnet, with many large, regional based companies supplying through builders merchants, joinery centres and DIY outlets.  SAPA is the main supplier of aluminium doors and windows to the replacement market, while the market leaders in the composite door market are Epwin Group, Laird Group and Therma-tru, all of which incorporate more than one brand.   

Anglian and Bowater are the two major national retail companies, with Everest, Safestyle and Weatherseal also leading players. Coldseal recently disappeared from this market, and further rationalisation of the industry is likely to occur as price pressures are unlikely to ease in the medium term. 
Indications for 2005 are of a weak market for windows, with static or declining volume demand, with many predicting a difficult year for the industry. However, the entrance door market is likely to continue to develop steadily, while patio door sales are likely to suffer as a result of the recent decline in the conservatory market. 

Over the forecast period, composites are estimated to grow strongly to increase its share of entrance doors, particularly in the public sector but also increasingly  in the private sector.  Timber is expected to increase its share overall, with timber windows seeing some growth though timber doors continue to lose share to composites. Aluminium’s share is expected to decline in all sectors. Forecasts suggest that PVC-u may lose share slightly in the replacement window market, whilst continuing to gain share in the patio and entrance door sectors.  

3.
economic summary

The general economic environment has a significant effect on the development of the UK Replacement Door and Window market, influencing a wide range of factors such as the level of activity within the private RMI sector, housebuilding, and consumer confidence and spending.

The UK economic climate is currently regarded as relatively good, with consumer spending remaining relatively buoyant, though the manufacturing and industrial sector has experienced a more difficult period, resulting in a  '2-speed' economy.  However, there are indications of a slowdown in the consumer sector as successive interest rate rises begin to impact on the housing market and consumer confidence.

As a result, while there are mixed signs in early 2005, the overall UK economic outlook indicates a reasonably healthy short-term future with buoyant growth rates, low unemployment and low interest rates, allied to a steady inflation level.  The main economic factors that influence the building products industry are outlined below.

3.1
GDP

GDP growth in the 2001-03 period has been relatively steady at an annual rate of around 2.0-2.25%, which is below trend levels but has been high in relation to other major EU economies over the same period. GDP growth in 2004 has been buoyant, with Q2 at 0.9%, though growth for Q3 and Q4 were lower at 0.5% and 0.7% respectively, but still giving an annualised rate of 3.25%.

In the medium term, the economy is expected to continue to grow from 2005 –2008, though some moderate slowdown is forecast for 2005.  Medium-term prospects are dependent on a worldwide recovery, sustained business and consumer confidence in the UK, and the impact of rising oil prices. 

A key issue will be whether consumer spending, which has been underpinned by rising house prices in 2001-04, remains buoyant and helps offset the difficult conditions in the manufacturing sector, which remains under severe pressure due to the effects of a strong pound leading to cheaper imports and making exporting more difficult. House prices continued to rise into mid 2004, but there has been a levelling out in prices in late-2004/early 2005, with the outlook for 2005/2006 more uncertain.   

3.2
Inflation & Interest Rates

Interest rates are currently at some of their lowest levels in the last three decades at 4.75%, and have been below 5% for well over 3 years.  At present, the outlook indicates the next move in interest rates is uncertain, with some forecasters suggesting further increases up to around 5.0% by mid 2005, while others suggest that the peak in rates in the current cycle has been reached.

Underlying inflation rates have been low for several years, typically under 2% over the 2001-2004 period.  In early 2004, the Bank of England moved to the new CPI index and target of 2.0%, with little indication of any significant upturn in inflation, though recent oil and commodity prices have continued to rise and there are some indications that incomes are rising towards the target maximum level of around 4.5%.

The following chart illustrates the performance of interest rates and overall CPI throughout the last decade, and provides a forecast to 2006:

Chart 2: Interest Rates and Inflation (CPI) from 1990-2006
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3.3
Unemployment

Unemployment has been steadily declining as economic growth continues.  The percentage of unemployment has fallen steadily in recent years to below 3.0% in late 2004.  This remains the lowest level of unemployment since the mid-1970s.

This sustained high level of employment may lead to increased pressure on wages as competition for jobs reduces and companies are forced to increase wage levels to attract staff, with some tentative signs in early 2005. 

Government announcements of significant job losses in the public sector with the amalgamation of certain central government departments may contribute to easing the wage pressure somewhat. 

3.4
Household Consumption

Growth in overall household consumption for 2001-03 was around 5.0%, primarily driven by steadily rising incomes and a buoyant housing market. Equity withdrawal to fund consumer spending has grown rapidly in 2002 -04, despite the more uncertain economic climate. This has largely been driven by sustained growth in the housing market, underpinning consumer confidence and spending. Consumer spending growth in 2004 was 4.6% (around 3.3% in real terms), but this masks a sharp slowdown in Q4 when spending grew by only 0.5%. Initial indications for early 2005 suggest this slowdown has continued with household goods particularly affected and prospects for the rest of the year remaining uncertain.

The savings ratio has remained at low levels, suggesting that the level of consumer confidence remains high.   This is also supported by the fact that consumer borrowings and mortgages/loans raised against the home are now at all time highs, suggesting sustained high levels of consumer confidence.  The following chart shows the performance of PDI and savings ratio since 1980 with forecasts through to 2006: 

Chart 3: PDI & Savings Ratio At Current Prices 1990-2006
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3.5
Housing & Construction

Private sector new house-building levels have remained surprisingly low and static, even though house prices have continued to rise, interest rates have remained low and earnings are rising. Volume completions declined to around 170,000 dwellings in 2001 - the lowest figure for many years - with no significant upturn in 2002. The primary reason, according to the major builders, is not the lack of demand, but the problems in planning procedures to develop new sites. Completion levels increased marginally in 2004 to around 185,000 units, but there are still no indications of any significant upturn in output. 

The increased level of housing required in the South-East in particular over the next few years should start to feed through into new housing starts within the near future, but it is proving difficult to forecast when this will benefit suppliers of building materials and home improvement products. Nevertheless, the housebuilders have been adding value to their properties and pushing up the average price of a new home on a consistent basis, though prices in late 2004/early 2005 are levelling out.  

The issue of housebuilding volumes is rising up the political agenda with the publication of the Barker Review in early 2004 which highlights current problems in planning, brownfield developments, landbanks, site skills shortages, lack of modern construction methods etc., which are all restricting the potential to increase volume output.

House price inflation continued to surge in 2001-03, reaching annual growth rates of around 30% in late-2002, driven by low interest rates, low unemployment, rising real incomes and a shortage of housing for sale. However, this increase in house prices is regarded as unsustainable, with housing becoming unaffordable to first-time buyers in many parts of the country.  Since mid 2004, there are strong signs that the boom has ended and prices are stabilising, with the outlook for 2005/06 uncertain. 

In the commercial sector, construction output has grown steadily in 2001-04.  Government investment in health and education has been substantial, while the commercial market has also experienced growth, which should both continue into 2005/06 and provide good market opportunities. 
3.6
Sterling

The high value of Sterling has had a negative impact on the manufacturing sector, resulting in a downturn in output.   However, more recent trends in Sterling are down against the Euro, reflecting diverging interest rate trends, and this could well be a positive factor for UK manufacturing if the trend is sustained. 

2003/4 has seen Sterling stabilised at a lower rate to the Euro, in particular, which has helped UK manufacturing, with tentative signs of modest recovery in the sector in late 2004. However, the US Dollar has fallen rapidly in 2004 against both the Euro and Sterling. The table below shows the performance of the sterling in relation to the US Dollar and the Euro.

	Table 4:  Exchange Rate Fluctuations 1997-2005 - the Pound Sterling to the Dollar and the ECU, Spot Rates

	Year
	USA (Dollar)
	ECU (Euro)

	1997
	1.64
	1.33

	1998
	1.66
	1.49

	1999
	1.62
	1.52

	2000
	1.45
	1.64

	2001
	1.46
	1.61

	2002
	1.56
	1.59

	2003 
	1.68
	1.45

	2004
	1.83
	1.43

	2005 Fcst
	1.84
	1.52

	2006 Fcst
	1.80
	1.50

	Source:  ONS



In the medium term, the Government is committed to reviewing the criteria for UK membership of the Euro. The first announcements were made in June 2003 with an acceptance that the economic conditions had not been met. A decision to join will require approval via a referendum, which would leave the earliest possible starting date at 2008/09, though the rejection of the Euro in a Swedish referendum in September 2003 will not have helped pro-Euro supporters in the UK

3.7
Population Profile 

A review of the age distribution of the resident UK population is illustrated in the following chart.

Chart 5: Age Distribution of the Resident UK Population 2001 (‘000)
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The 40-59 age group predominantly consists of people entering a stage in their life when their mortgage is limited, they may receive inheritances, and females returning to work may increase income.  All of these factors result in this group having the largest potential disposable income.

As the profile of the UK population changes, it will have implications for suppliers of all products.  During the next decade, there will be a smaller proportion of younger, more price-orientated buyers in the market.  This will be coupled with a greater proportion of more affluent buyers in the older age groups.  These developments should benefit suppliers of building and home improvement products in all price segments of the market.

3.8
Conclusion 

In overall terms, the UK economy is still relatively mixed in terms of optimism driven by low interest rates, inflation and unemployment, and pessimism driven by volatile consumer spending, a slowing housing market and uncertain overseas markets.  

Fundamentally, the UK is relatively strong and current estimates for 2005 GDP growth of around 2.6-2.8%, suggest reasonable growth. Interest rates appear to be at or near their peak in the current cycle, though underlying wage increases are at their ‘ceiling’ of around 4.5% which may result in a rise.    

Forecasts for 2006/07 remain positive, suggesting a good framework for growth of consumer spending over the next 2-3 years, providing there is no sudden downturn in the housing market to undermine consumer and business confidence.

4.
THE MARKET

4.1
Market Definition

The UK glazing market is a wide-ranging industry, which includes both domestic and non-domestic applications, with the market also sub-divided into new build and replacement applications. The focus of this report is on the domestic market for replacement doors and windows, including applications in both the private and public sectors.

The major product groups as defined in this report are the following:

· Windows

· Patio Doors

· Residential Entrance Doors
Internal doors and conservatories (as well as doors and windows incorporated into conservatories) are excluded from this report. However, conservatories are the subject of a separate AMA publication, "UK Domestic Conservatory Market", of which the second edition was published in 2004.  

This report is predominantly concerned with the Home Improvement aspect of the industry, which is characterised by the following applications:

· Private home improvement where sales and installation are direct to the householder by a retail company

· Refurbishment work or extensions completed by builders etc, generally where the householder has limited involvement in purchasing criteria
· Local Authority and Housing Association (Registered Social Landlords) refurbishment work

The vast majority of products are double-glazed, although figures for the entrance door sector also include solid or partially glazed timber and composite products.

Figures in the report specifically exclude the new housebuilding sector and all aspects of commercial glazing, though comments on these sectors are included where appropriate.  AMA Research provide in-depth reviews of these markets in the reports "The Commercial Glazing Market", published in 2004 and "Housebuilders - Focus on Windows, Doors & Roofline Products" published in 2005. 

4.2
Market Size

4.2.1
Market Background

The domestic replacement market has undergone major structural changes in many aspects over the last 25 years. Prior to the 1970’s, the replacement window market was characterised by a large fragmented network of joinery companies, manufacturing and fitting timber windows, with a more specialised niche of steel windows for specific applications.  This period was followed by the advent of ‘maintenance-free’ materials, with aluminium the popular material. This resulted in substantial changes in the manufacturing and distribution structures for the industry, with the growth of first aluminium and then PVC-U systems companies supplying window framing material to the highly fragmented installation market.

As the industry grew, it developed a poor consumer image with the public as a result of aggressive selling techniques, poor installation standards and high levels of company failures.  Despite this negative image, the industry expanded rapidly in the 1980s, supported by growing awareness of energy conservation and general emphasis on home improvement products during a period of rapidly increasing disposable incomes. However, growth was negatively affected by the recession, which continued into the early 1990s.  

By the late 1990s, however, consumer confidence had recovered strongly, with falling unemployment, rising incomes and a recovery in the housing market all contributing to growing demand for replacement windows. During the 1990’s, the market was also greatly supported by the growing conservatories market, not only as a diversification for window fabricators, but it has also given the market for patio doors a boost.  

The chart below shows the development of the replacement doors and windows market since 1986, highlighting the rapid growth in the late 1980s, followed by the severe downturn in the early-1990s and subsequent slow recovery.  

Chart 6: UK Replacement Door & Window Market (£m RSP) 1986-2004
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Source: AMA Research/Trade Estimates

Having reached a peak of around £2.1 billion in 1988, the market value barely regained this level in the following decade and in 2002 was estimated at just 2% higher, at £2.15 billion.  This sales pattern is familiar in other mature durable markets, such as kitchens, bathrooms and heating where underlying growth rates are minimal.
During the last decade, the industry structure has continued to evolve in all aspects of the distribution chain, reflecting a very mature market. Product design, quality and manufacturing standards have all improved significantly, with a more recent trend towards the separation of the manufacturing and installation operations.  In addition, many companies now offer a wider range of products with conservatories and roofline products in particular offering replacement window companies an opportunity to offset a flat window market. 

Equally, the professional standards of the industry have also improved significantly with general recognition of more professional sales techniques, installation standards and guarantees. The new building regulations relating to the thermal performance of buildings, referred to as “Part L”, which came into force in April 2002 have also had a significant impact on product development. 

4.2.2
Current Situation 

The table below shows our estimates for the UK replacement door and window market size between 1998 and 2008.   

	Table 7:  UK Replacement Door & Window Market (£m RSP) 1998-2008

	Year
	Value (£m RSP)
	Change (%)

	1998
	2110
	

	1999
	2135
	+   1

	2000
	2095
	-   2

	2001
	2133
	+   2

	2002
	2148
	+   1

	2003 
	2117
	-   1

	2004 
	2083
	-   2

	2005 (Est)
	2042
	-   2

	2006 (Fcst)
	2004
	-   2

	2007 (Fcst)
	1954
	-  2

	2008 (Fcst)
	1918
	-  2

	Source: AMA Research/Trade Estimates
NB: Timber doors from Merchants and DIY outlets are excluded from the above market valuations



Since around 1997, the market has been in a state of maturity, and the link with the economy has been severed to some extent, with disposable incomes, consumer spending and the housing market all relatively buoyant, while the window market has stagnated in value terms.

The rapid growth of the conservatory market during the 1990s helped offset the difficult conditions in the domestic window market, and as a result, many PVC-u systems companies, fabricators and installers continued to enjoy some growth. Conservatory sales have a particular impact on the sales of patio doors, both for the conservatory and replacement of connecting door. However, demand for conservatories has taken a downturn in the last year or so.

Volume demand for replacement windows and doors continued to increase until 2004. However, value growth has been constrained with 2000 turning out to be a particularly difficult year, despite the underlying strength of the economy.  Market growth in 2001 and 2002, while marginal, was primarily supported by patio door sales and a growing entrance door market, while the window market was less encouraging.  Despite predictions of a slowdown, the housing market remained strong in 2002/3, supporting the window and door replacement market to some extent.

However, historically, low interest rates have usually resulted in buoyant market conditions for the window industry, but relatively low rates in recent years have failed to stimulate the market to any significant extent, and although there is growth in certain sectors, the overall replacement market is now estimated to be in decline.

As illustrated in the above table it is estimated that, in terms of value, the market reached a peak in 2002, although volumes did not start to decline until 2004.  In 2004, it was estimated that the replacement market for windows and doors was estimated to be worth just over £2bn, having declined by 3% since 2002.

Although 2003 was a relatively good year for home improvements, with high levels of consumer confidence and continuing low interest rates, the replacement window and door market fell by around 1% during the year. A rise in interest rates and a cooling housing market exacerbated a slowdown in demand for replacement windows in 2004, leading to a further fall in market values of 2%. 

Indications for 2005 are of a weak market with static or declining volume demand, with many predicting a difficult year for the industry. At the same time, some companies have increased prices in an attempt to protect their margins. However, this may lead to a further fall in demand and so is unlikely to affect the market value positively during 2005.

In overall terms, the market value figures understate changes in market volumes, which have been more positive.  Prices throughout the supply chain have been driven down in both real and actual terms over the last decade, with raw material prices for PVC resin and glass remaining very low during the 1990’s and hardware prices also being eroded.  As a result of a very competitive retail market in recent years, average installed values for windows have not increased to any significant extent, with price increases having been largely absorbed at fabricator and/or installer level, with systems supply also affected by price competition. 

This has lead to eroded margins across the industry, resulting in some restructuring in the supply market, as will be outlined later in the report. It is likely that the market will see further restructuring, as price pressures are unlikely to ease in the medium term. 

However, resin prices have continued to rise year on year since 2002 as a result of increasing oil prices, with glass prices also expected to have risen as a result of a switch to higher specification glass, and in spite of the competitive nature of the market, it is likely that these significant cost increases will eventually have to be passed on to consumers.

The key issue in the doors and windows market remains market saturation, with a high percentage of homes in the private sector now fitted with replacement windows.  As a result, market activity is becoming increasingly dependent on second time replacement, resulting in the inevitable slowdown in the market as illustrated in the above table. 

Total market penetration of double glazing is estimated to be over 70%, with the main reasons for not replacing windows and doors include;

· dislike of double glazing and/or PVC-u;
· unsuitable for the application;
· planning restrictions and listed building regulations;
· want like-for-like replacement (e.g.  incorporating period details etc)
· Cost barrier – private rented, low-income households.
Some of the above reasons are addressable, and recently companies have attempted to grow the market by targeting these ‘niche’ customers. In particular, suppliers of timber windows are targeting this segment, and now offer a wider range of styles of windows suitable for period properties, as well as manufacture of bespoke windows and doors to a greater extent. However, not all windows will be replaced, and it is estimated that over 80% of all replaceable windows have already been replaced.

The current growth sectors within the domestic replacement market are; the social housing sectors in general, driven by the requirement to meet the Decent Homes Standard by 2010; and residential entrance doors across all sectors, with composite doors growing particularly strongly. Enhanced product performance in terms of security and thermal efficiency is also providing some incentive for replacement, but so far, the emergence of a ‘second time replacement’ market has not been able to offset the decline in demand for replacement windows and doors.

4.2.3
Future Prospects
The chart below shows our forecasts for the development of the UK replacement door and window market until 2008.

Chart 8: UK Replacement Door & Window Market (£m RSP) 2004-2008
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Source: AMA Research/Trade Estimates
NB: The value of timber doors from Merchants and DIY outlets are included 

During 2005 – 2008 the market is expected to decline further by an estimated 2% each year, reflecting the following key factors:

· A difficult economic climate, which is unlikely to improve dramatically in the short-medium term.

· Consumer spending growth is slowing down rapidly, while the housing market is also cooling down.

· Market saturation, with volume demand becoming increasingly dependent on persuading homeowners to replace their replacement windows.

· Growing competition and pressure on retail prices as installers compete in a static market.

· The increased life span of windows installed in new housing will inevitably have a negative impact on the replacement market in the medium term, due to longer initial product life.

Market saturation remains the key limiting factor, with high ownership levels inevitably restricting the available market potential to sustain recent installation volumes.  Declining volumes may be offset to some extent by rising raw material costs and specification standards feeding through into higher installed prices, but competitive pressures throughout the supply chain means that the scope for price increases is very limited. It is more likely that there will be further restructuring among suppliers in the market as a result.

The replacement market will not experience high rates of growth as seen in the late-1980s, with annual variations heavily influenced by the general economic climate.  Periods of downturn may, therefore, be more severe in terms of price levels, while more buoyant periods will see attempts to improve margins.  

Factors that should have a positive impact include;

· Improved product offering aimed at niche markets, allowing installation of like-for-like windows in applications where, previously, there were few suitable options.

· Changes in building regulations relating to energy efficiency should continue to have a positive impact on specification levels.

· Product improvements in security and hardware should continue to provide a driver for the market in general. 

· Sustained, and possibly increased, spending levels in the social housing sector in order to meet the Decent Homes Standard requirements by 2010.

· Improved product design aimed at repositioning windows and doors as ‘lifestyle’ products rather than commodities. This is expected to initially affect the entrance door market and to ultimately become the main driver for a buoyant ‘second time replacement’ market. 

The development of the ‘second time replacement’ market has been a subject of much discussion in recent years, and there are high expectations of this market providing underlying demand in the coming decade.  At the moment, ‘second time replacements are estimated to account for less than a quarter of the market, however, currently the vast majority of ‘second time replacement’ purchases are made due to the existing product having failed in some way, for example PVC-u becoming discoloured or sealed units having failed, although some growth in the second time replacement market can be attributed to improved security features.  It has become clear that, given the greatly extended life span of products these days, this type of ‘second time replacement’ purchase will not generate the volume demand needed to sustain current levels of business. 

Most householders will not want to replace adequate windows - they are not a fashion item at present, though this may change – a greatly improved range of colours and styles in recent years offers the potential for fashion-led installations, at least in theory.  However, this is more likely to be a realistic outcome for doors, given that the front door is generally viewed as contributing significantly to the appearance of the front of a house, as well as the purchase representing a much smaller investment.
For window fabricators and installers, the best opportunities for the future are likely to come from expanding their range of products to include other related building products, for example conservatories, cladding, fascias and roofline products, and many companies have already done so. Window and door hardware is another growth area and there is a range of additional products currently offered by installation companies including security alarms and garage doors.  Other growth opportunities for companies in the window replacement industry in the longer term are likely to come from developments in the commercial sector, especially for PVC-u companies.
It is likely that further restructuring among suppliers and installers will take place during the forecast period, as a result of increased competitive pressures at all levels of the market, with increased acquisition activity and some companies potentially going out of business due to heightened pressure on margins.
4.3
Product Mix

Outlined in the chart below are our estimates of the product mix by value:

Chart 9: Market Value by Product (%) 2004
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N.B:  The above excludes timber doors bought through Merchants and DIY outlets.  

Replacement windows are clearly the dominant sector, accounting for an estimated 71% of the replacement market, however, if all timber doors were included, replacement windows would account for just over 60% of the market. The window sector’s share has declined since 1998, when it was 80%, as a result of increasing price pressures and the market reaching saturation level.

Residential doors account for 19% of the market, and this sector has seen strong growth since 1998, when it accounted for around 10% of the market. This can be partly attributed to the continued growth in the local authority sector combined with increased requirements for security.  Also, to householders the entrance door represents a relatively small investment, which can dramatically alter the look of the front of the house, and as a result this market may be influenced by fashion changes. Other contributing factors include the introduction of new composite materials and the increased uptake of PVC-u doors, increasing average installation values. The door market is likely to continue to grow steadily, with composite door sales primarily affecting PVC-u while timber doors continue to be important in this market.  

The patio door sector is very mature and has had a 10% share of the market since the mid 1990s, indicating high ownership levels for suitable houses.  However, the gradual switch to higher-value PVC-u patio doors from lower-priced alternatives has helped maintain their overall share of the market in value terms. Also, the growth of the conservatory market has stimulated patio door sales, as many installations will require a new or upgraded means of access to the conservatory, although this market now appears to have taken a downturn.  An increase in hardwood patio doors and more advanced designs including a range of folding mechanisms may also contribute towards maintaining the market value.

The patio door market is more restricted than windows in terms of potential applications, as the style, location and size of dwelling are all determining factors.  However, while new stand-alone installations may be restricted by these factors, the development of the replacement patio door market should continue to be boosted by conservatory growth in the longer term and the popularity of French doors.

In terms of product range, the market is now very mature and this is reflected in the lack of major innovations over the last 5 years or so.

4.4
Frame Materials

The glazing industry has seen many changes in the use of different frame materials over the last 25 years in all sectors of the market – domestic/non-domestic, new build/replacement.

The chart below shows the share of each of the frame materials of the total windows and doors replacement market.

Chart 10: UK Replacement Windows and Doors Share by Material 2004


[image: image10.wmf]PVC-U

76%

Aluminium

4%

Timber

18%

Other

2%


Source: AMA Research
NB: Includes timber doors sold by merchants.
While all sectors of the window market were traditionally dominated by timber products, the emergence of longer-life materials such as aluminium changed the nature of the replacement sector in the 1970s, as `double-glazing' as a concept was accepted by homeowners primarily to reduce energy costs.  Since the mid-1980's, PVC-u has gained share across all sectors of the replacement market and is now the dominant material. However, in most of the major applications areas the opportunities for further share gain are more limited, with current shares in some cases exceeding 80-85%.

Timber has a share of approximately 18% by value, although much of this can be attributed to sales of timber doors. Timber is likely to remain an important material for residential entrance doors, with timber windows also retaining a reasonable share. Timber windows and doors offer several advantages; 

· Softwood is the lowest-cost material

· Consumers prefer the general appearance of timber, although PVC-u and composite materials are now offering products that closely resemble wood.

· It has remained the preferred material of builders, and dominates builders’ merchants and DIY retailers product offerings.

· Wood naturally has high thermal efficiency.

· Considered by many to be the most environmentally efficient material.  

In addition, recent improvements to product quality which has led to increased life span of timber windows, has encouraged sustained use of timber products. Timber windows are also the preferred material for bespoke windows, with a wide range available to suit period properties and listed buildings. 

Aluminium's share generally has declined across all sectors in the domestic market due to a combination of factors, including the weight of promotional and development support behind PVC-u, and now account for around 4% of all replacement windows and doors.  It is difficult to envisage any substantial recovery in aluminium, though product differentiation and strength/colour advantages will ensure some share is maintained, particularly for patio doors. 

Aluminium has recently been reported to enjoy a resurgence in the social housing sector due to its perceived additional strength and security features. Although they are not as economical to buy, they represent good value in the long term, as they are virtually maintenance free and with new aluminium windows reported to have a life span of at least 50 years. The recycling process of aluminium is also very cost effective.  Aluminium has retained a significant share in the commercial sector, and some suppliers have recently left the domestic sector in order to exclusively focus on this sector of the market.

Other materials, such as composites and steel, account for around 2% of the market, but this share is growing strongly, particularly in the door sector.  Some types of composites are also increasingly used for windows, and given the right market and economic circumstances, one of these materials might ultimately take the place of PVC-u.  The market has certainly evolved since the arrival of PVC-u and, with environmental concerns becoming increasingly important, the development of new materials for this market, as for the general building market remains of significant importance.

Trade Associations and other interest groups for all frame materials are currently engaged in heavy promotion of their respective material. Initiatives include the “Chrysalis Programme” run by the Council for Aluminium in Building (CAB) and aimed at re-educating the market in the technical benefits of aluminium. In the PVC-u industry, The British Plastics Federation Windows Group (BPFWG) is very active, with timber initiatives including the British Woodworking Federation’s (BWF) Timber Window Accreditation Scheme (TWAS) as well as the Wood for Good campaign.

PVC-u has now become a ‘commodity’ material in the domestic replacement market, as the householder’s ability to differentiate between 3 or 4 different PVC-u windows is obviously limited.  As a result, choice is increasingly based on hardware, company reputation etc, and ultimately price.  As indicated above, some retailers, therefore, will seek to maintain some differentiation in market position by offering alternative frame materials and improve their margins.  Equally, some applications will be more suited to aluminium or timber due to matching house styles, local planning restrictions, where narrow sight lines are required, or householder preference for the natural appeal of timber.

Price competition has become increasingly fierce as a result of the market contracting, so such an approach may well offer the opportunity to diversify to gain share. In addition, consumers are more informed about the cost and quality of replacement windows than in the past. Lower prices are not sustainable in the current market and PVC-u companies will need to find other ways of differentiating themselves.  

The specific needs of certain applications, coupled with the need for product differentiation between retail companies, will also ensure alternative materials retain, and in some cases gain, share in the forseeable future.  In particular, competitive pricing at the retail level will encourage some installers to offer other materials in order to generate additional revenue streams. 

Over the forecast period, composites are estimated to grow strongly to increase its share of entrance doors, particularly in the public sector but also in the private sector.  Timber is expected to increase its share overall, with timber windows seeing some growth though timber doors continue to lose share to composites. Aluminium’s share is expected to decline in all sectors. Forecasts suggest that PVC-u will lose share slightly in the replacement window market, whilst continuing to gain share in the patio and entrance door sectors.  

4.5
Market Sectors

The chart below shows the estimated share of each market sector, based on the overall replacement market for doors and windows in the UK.

Chart 11: UK Replacement Windows and Doors Share by Market Sector 2004
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NB: Includes timber doors sold by merchants.
The private ‘direct sell' or retail home improvement market is the dominant sector but, in recent years, the public sector refurbishment market has seen significant changes, particularly with respect to the rapid growth in influence of Housing Associations and their specific requirements. The direct sell sector is still stronger in the North of the country than in the south, whereas builders have a larger share of the market in the South. The extensive use of PVC-u in new housing, and the extended life span of window and door products in general will have a negative impact on all sectors of the replacement market in the medium term.

The direct sell market accounts for just over 60% of the market by in value terms. Market conditions in recent years have been reasonably steady in terms of volumes, though as indicated earlier, competitive pressures have constrained value growth.  In 2004, however, volume demand has fallen in the private sector, predominantly due to the high levels of ownership in this sector. As a result, longer term growth will become increasingly dependent on the volume of second time replacement windows.

The indirect private replacement market primarily relates to the builders sector where windows may be installed on a 'piecemeal' basis, or as part of a general refurbishment project. This sector currently accounts for around 24% of the market, having declined substantially during the last decade, as homeowners have increasingly sourced from replacement window companies.  The indirect private sector has historically been more timber oriented, however, PVC-u has also grown rapidly in this sector, as PVC-u windows have become increasingly available to builders, making them a more viable choice than previously.  The DIY sector, also, has switched more to PVC-u, as the cost differential with timber is relatively low and homeowners are not interested in replacing windows and then having to maintain them within a relatively short period. 

This sector is served predominantly by builders merchants and DIY retailers, and the majority of products on offer in these outlets are still timber, with PVC-u and composites also available, although aluminium windows are rarely found in these types of outlets. Builders merchants and DIY retailers tend to focus their product offering on doors rather than windows.

Local authorities and RSLs (Housing Associations) are a relatively small market in comparison with the private home improvement doors and windows market, accounting for around 15%. However, this sector has seen healthy growth in recent years, and is predicted to continue to show positive growth throughout the forecast period.  

The ‘public’ housing sector currently accounts for around 20% of housing stock in the UK, but the mix between local authority and housing association ownership has changed dramatically over the last decade.  There has been a sharp increase in the transfer of housing stock from councils to Housing Associations in recent years, and this has stimulated the replacement window and door market to some extent. Composite doors in particular are popular in this sector, and PVC-u windows are commonly used for replacement. The Local Authority market is still substantially larger, although it provides significantly lower growth. The requirement to comply with the Decent Homes Standard is likely to provide continued growth in this sector throughout the forecast period.

The overall social housing sector market is driven by concerns for durability and security, as well as low maintenance, and PVC-u is now estimated to account for around 80% of windows in the public sector.  It is estimated that PVC-u will maintain its share for windows in this sector with a possibility of further growth, while the demand for PVC-u doors has declined.  Environmental issues are much more important in this sector than in the private sector, and as a result, both timber and aluminium windows have recently enjoyed a boost in this sector due to some negative perceptions of PVC-u as an environmentally un-friendly material.

However, this sector has not been immune to price competition, particularly in recent years as sales have slowed and manufacturing costs have risen.  

4.6
Household Penetration Levels

The total stock of windows in the UK housing market is estimated at around 230 million units and increasing by around 1.5 million units per annum.  Estimating the volume that have some form of double-glazing is difficult given the fragmented nature of the industry in terms of installers, frame materials, new build/replacement etc, over the last 30 years.

A broad estimate, given annual volumes and the industry lifespan, may suggest that around 60-65% of all domestic windows are now ‘double-glazed’, although household ownership levels are higher due to the fact that many homes are partially double-glazed. 

We estimate that in 2005, 70-75% of homes had some element of double-glazing, and growth rates are illustrated in the chart below:

Chart 12: Household Penetration Level of any type of Double-Glazing 2005


[image: image12.wmf]21

25

29

33

39

44

49

54

59

65

69

71

73

0

10

20

30

40

50

60

70

80

90

100

Penetration

1981

1985

1989

1993

1997

2001

2005

Year


Source: AMA Research/Trade Estimates

It is estimated that in the early 1980s, ownership of some form of double-glazing (1 window or 1 complete house replaced are classed equally) increased by approximately 2% per annum.  Market expansion in the mid-late 1980s increased annual rates of growth in ownership to around 2.5-3% per annum, before falling back to around 2% per annum in the 1990s. Current growth is at around 1% per year, and this unlikely to increase significantly as a growing percentage of installations are second/third time replacements. 

Forecasting market saturation levels is difficult. Although virtually 100% of new build domestic properties would be a realistic long-term objective, in the replacement market, there will always be householders who cannot or will not have double glazing – perhaps because of a desire to maintain accurate period features in their homes, or because of planning restrictions for listed buildings. The price of double-glazing may also limit ownership levels to some extent.  For the domestic replacement market our estimate is that the market will be saturated at around 90-95%.  

All sectors of housing (new build, public, privately owned) are approaching market saturation, with some industry estimates suggest that over 80% of all ‘replaceable’ domestic windows have now been replaced.

Ownership levels are now spread more widely across all socio-economic groups.  While in the early years of the industry growth was primarily centred around ABC1 groups, more recent growth has depended on lower-income groups entering the market.  Ownership levels are also influenced by the level of new build and Local Authority/Housing Association replacement, as these represent a sizeable share of current installation activity.  Double-glazing is now a standard feature in new houses and these equate to around 1.5-1.7m units annually in this sector for windows, with an estimated 275,000+ entrance type doors (including a proportion of back doors), as well as patio doors.

The average lifespan of windows has increased substantially since the 1980s, and in future annual market volumes will continue to depend on the average lifespan of previously installed windows. The new housing market was traditionally a good source of business for replacement window companies, with the original windows often being replaced within 7-10 years of the house being built. However, the rapid growth of PVC-U in new build applications in recent years will diminish the replacement market in the medium term, as new installations have a much longer lifespan.  

Whilst some early installations have been replaced within 30 years, for reasons including sealed unit failures and the use of poor installation techniques, there is every possibility that the current higher specification windows will last at least 30 years and possibly longer. Due to advances in window design and timber treatments, high quality timber windows can now also be expected to last 30 years or more.  

Indeed, with more and more emphasis on environmentally conscious building practices, new houses will increasingly see higher specification products set as minimum requirements and this will impact on replacement levels.  An example of this is the ‘Part L’ regulation, which was introduced in 2002 and require that doors and windows installed in new build, or as a refurbishment to existing housing stock, must meet a specified level of insulation performance. This legislation also applies to doors. 

Equally, there is a growing market for replacing `replacement' windows as householders upgrade initial installations. Reasons for this may be; poor quality of the original installation, improved quality and design to meet current demands for high thermal insulation, security, appearance etc.  Sealed unit failure is also another factor influencing the second replacement market. Window replacement companies will more often replace the whole PVC-U window than attempt to replace the sealed unit. The future growth of the domestic window replacement market depends on the ‘replacing replacements’ market, which is currently estimated to account for less than 25% of all replacements, although this growth should ideally come from householders aspiring to something better rather than wait until the current installation fails in some way. 

4.7
Key Influences

The replacement window and door market is influenced by the performance of a number of other related markets, as well as issues such as standards and legislation and environmental concerns. 

4.7.1
Standards & Legislation

As with any market, there are a number of standards which are applicable to the window and door market.  For example, standards for weather resistance performance and security standards for doors are covered in BS6375, and PAS23 and 34 respectively, whilst important standards for glazing performance are covered in BS6262 and security of windows in the new BS7950. In the related sealed unit industry, the EN1279 standard, the European equivalent and replacement for kitemark BS 5713, applies.  Both this and the Part L regulation, which is reviewed below, are mandatory standards. 

In addition, there have been recent amendments to the 1998 regulation of doorstep selling, aimed at giving consumers greater protection from salesmen using unscrupulous practices as a result of exploiting loopholes. The amendments give consumers additional rights to cancel within seven days, and states that it is now a criminal offence for a trader not to deliver a written notice of cancellation rights to the consumer. 

The professional standards in the industry have also improved significantly in recent years as a result of a general recognition of more professional sales techniques and higher installation standards, with many companies now giving guarantees that are backed by either the Glass & Glazing Federation or insurance companies, meaning the consumer is less reliant on the installation company's future survival. This report does not aim to cover standards in detail, but two areas of interest in the market in recent years are outlined below:

Part L

In April 2002, new building regulations relating to thermal performance of buildings came into force. These regulations are often, within the industry, referred to as “Part L” and they specify the insulation standard replacement windows need to achieve. The Part L regulation is one of many such regulations aimed at energy conservation and reducing CO2 emissions into the atmosphere. 

As a result, window fabrication and installation companies are more likely to use low emissivity glass in their windows and conservatories, although some companies already used this type of glass.  Profile extruders had prepared for the Part L regulation by having their systems tested to ensure conformity, so it has not caused much disruption.  However, for many fabricators and installers it has resulted in increased costs, because using more expensive glass, and for installers, requirement for installations to be inspected.     

In response to this, The Glass & Glazing Federation set up a scheme entitled FENSA (Fenestration Self Assessment Scheme). Organisations registered with FENSA can ensure and certify that their own installations conform with the regulations, a process which would normally require independent certification.  This scheme aims to offer installers time and cost savings, as an alternative to independent inspection by local planning authorities, involving payment of a fee and arrangement of an appointment for inspection. It is hoped that this will lead to raised installation standards, as well as fulfilling environmental requirements.

Secured by Design

The Secured by Design initiative is was set up by the police to encourage the adoption of crime prevention measures in the design and construction of buildings. Companies can have their products tested to Secured by Design standard, which as a minimum requires doorsets to be fully tested to the PAS23 and 24 standards. Products conforming to Secured by Design are increasingly specified by architects, particularly for buildings and housing estates in the local authority sector, and it is also specified to an increasing extent in the LA/HA replacement sector. Most major suppliers/installers of doors to the LA/HA sector have had their products certified to this standard. 

4.7.2
Environmental Concerns
There is a widespread perception that PVC-u windows and doors are less environmentally friendly than alternatives.  This message has been reinforced by Greenpeace, which has targeted a campaign at the PVC industry that seeks to draw attention to harmful emissions during the manufacture of PVC. However, a recent European life cycle assessment study on PVC and its alternatives for a variety of applications, commissioned by the European Commission, concluded that for windows, no material is preferable to the other. Instead, lowering of the environmental impact of windows manufacturing, use and re-use, can be done through improving the design and quality of windows with regards to thermal efficiency.

The European PVC industry has become increasingly involved with environmental issues, and recently made a voluntary commitment to lifetime management of PVC products in “Vinyl 2010 – The Voluntary Commitment of the PVC Industry”.  Within this agreement are targets for the recycling of post-consumer waste window profile, with the target for 2005 being to recycle 50% of the collectable available quantity of window profile waste.

However, the UK PVC industry is lagging behind many other European markets in its commitment to recycling, although the BPF (British Plastics Federation) and the BRE are involved in a number of projects to do with recycling of PVC-u window frames, most of which are funded by WRAP.  A revised British Standard – BS7413 - regarding specification for extruded hollow profiles should also help, as it now allows for greater use of reprocessed material within ‘kite marked’ profile. According to PVC-u manufacturers, however, the biggest issue to overcome is the negative attitude from specifiers and the public, with many commercial specifications insisting on ‘virgin’ PVC only. 

The timber industry has shown itself to be more environmentally aware in recent years with many products now declaring sources are managed woodlands etc, with a high profile campaign run by the BWF.  Aluminium too presents among its “green” credentials, for example, that it is recyclable.

4.7.3
The Housing Market

The housebuilding sector is a substantial user of a wide range of building products including windows and doors, and the number of new housebuilding completions and house moves also has an effect on the overall performance of the replacement markets for windows and doors. 

The table below outlines the trend of housing completions in the 1997-2004 period for both the private and public sectors, with forecasts of trends to 2007. 

	Table 13: Housebuilding Completions 1997-2007 Great Britain ('000 Dwellings)

	Year
	Private
	Housing Associations
	Public Sector
	All Dwellings

	1997
	152.8
	27.5
	0.4
	180.9

	1998
	145.8
	23.3
	0.4
	169.6

	1999
	149.1
	23.3
	0.1
	172.6

	2000
	144.2
	22.9
	0.3
	167.4

	2001
	140.3
	21.0
	0.4
	161.8

	2002 
	149.4
	19.4
	0.2
	169.2

	2003
	155.0
	20.0
	0.2
	175.2

	2004 Est
	163.3
	21.5
	0.2
	185.0

	2005 Fcst
	182.3
	22.5
	0.2
	205.0

	2006 Fcst
	189.7
	25.0
	0.3
	215.0

	2007 Fcst
	198.2
	26.5
	0.3
	225.0

	Source: ODPM/AMA Research



Despite a relatively buoyant economy, 1999 saw only a marginal upturn in housing completions, though 2000 was lower, hindered by factors such as poor weather and delayed planning permission.  2001 had the lowest output level for many years, claimed to be due to planning delays, with 2002 at only a marginally increased level.  However, planning approvals for new homes took on average seven weeks longer in 2002 than they did in 2001, culminating in 2003/4 in the Barker Report to investigate the deficiencies in the housing market. 

In 2003, the number of private sector completions rose by 4% contributing to the overall rise in levels.  By contrast, public sector completions have declined steadily over the last 10 years and now account for just 12% of total completions. Recent estimates for 2004 indicate that the total number of completions increased by a further 6% during the year.

Forecasts for house building completions in the longer term are more positive, with annual completion levels needing to rise to well over 200,000 per annum if government forecast housing requirements are to be achieved, particularly in the South East, where a large number of additional, required new homes were forecast to meet population demands by 2020.  However, the rate of progress will be governed by the extent of implementation by the government of Barker’s recommendations with current reports indicating the rate of approval of planning applications has not improved.

Although the UK has experienced relatively low interest rates, a boom in house prices and increasing house moving levels, the rate of growth in the number of new housing starts still remains relatively slow, attributed by many housebuilders to an increasingly onerous planning approvals procedure.  

Forecasts suggest that there is anticipated growth of 3-5% per annum in the number of housing starts for the next couple of years, reflecting a relatively stable short-mid term future for the market.  However, this anticipated level will have to increase in the medium term future if the UK housing market is to achieve the anticipated short-fall in housing in the longer term future.  In particular, Government commitment to housing is rising rapidly with the development of the sustainable communities and urban regeneration plans and the support for affordable housing through both private and public sector funding.

The following table illustrates contractors’ output both in terms of new housing and repair, maintenance and improvement. 

	Table 14: Value of New UK Housing and RMI Output (£ million)

	
	New Work
	RMI

	Year
	Private
	Public
	Total
	Total

	
	
	
	
	

	1997
	6751
	1220
	7971
	15755

	1998
	7361
	1063
	8424
	16205

	1999
	7406
	1001
	8407
	16370

	2000
	8665
	1311
	9977
	16905

	2001
	8797
	1423
	10220
	17620

	2002 
	10373
	1704
	12077
	19170

	2003 
2004 Est
	13330

16782
	2024
2642
	15354
19424
	21443

23552

	
	
	
	
	

	Source: DTI/AMA Research



The lack of any significant upturn in the housing market resulted in a dip in output in 1995 and 1996. However, the subsequent period through to 1998 showed some improvement, reflecting the improved level of consumer confidence and an increasingly resilient housing market, in the South East of the country in particular.  

While the private sector has continued to perform well, the level of contractor output in the public sector has been relatively flat. However, since 2000 the market has grown significantly year on year, and this trend has continued through to 2004, albeit with much slower rates of growth in the public sector, to date.

Repair, maintenance and improvement expenditure on housing has increased steadily since the mid 1990’s, with the private sector in particular showing good growth.  The major factors influencing the increases in RMI include the “improve not move” philosophy, and increased public sector spending in order to bring housing stocks up to acceptable levels.  Growth was retained throughout 2003 and is estimated to have continued in 2004, although here have been indications that the market started slowing down towards the end of the year, partly as a result of several recent interest rate hikes, with mortgage lending levels significantly down on the same period 2003.

House moving levels have a major influence on the overall housing market but also have a direct effect on the sales of building products, with a refurbishment project often following a move into a new home.  It has a significant influence on spending on replacement doors, patio doors, windows and conservatories. The table below illustrates the number of property transactions in England and Wales from 1997 to 2003: 

	Table 15: Number of Property Transactions in England and Wales 1997-2004

	Year
	Volume (m)
	Change %

	1997
	1.44
	

	1998
	1.35
	-  7

	1999 
	1.47
	+ 9

	2000
	1.43
	- 3

	2001
	1.46
	+ 1

	2002
	1.58
	+ 8

	2003
	1.34
	- 16

	Source: Inland Revenue/AMA Research



Current house-moving levels are still well below the boom period of the late 1980’s when peak volumes reached 2 million.  Although consumer confidence has been relatively buoyant, estimates for 2004 indicated that the number of property transactions had been flat during the year, predominantly as a result of increases in interest rates, with little indication of any upturn in 2005 as house prices remain flat, or even decline.

The social housing sector currently accounts for around 20% of housing stock in the UK, but the mix between local authority and housing association ownership has changed dramatically over the last decade.

Since 1993, the volume of dwellings under Housing Association (now officially known as Registered Social Landlords) ownership has increased by over 100% from 800,000 dwellings to a current level of over 1.7 million dwellings in 2003, as illustrated in the chart below:

Chart 16: The UK Social Housing Market – Dwelling Stock  1994-2003 by tenure


[image: image13.wmf]5745

5691

5640

5612

5667

5641

5618

5595

5327

5235

5024

4923

4795

4651

4520

4420

4283

4120

3920

3684

3542

3229

822

896

989

1092

1147

1220

1335

1475

1643

1693

1795

100

1100

2100

3100

4100

5100

6100

Dwelling Stocks 

000's

1993

1994

1995

1996

1997

1998

1999

2000

2001

2002

2003

RSL

LA

All Social

RSL

LA

All Social


Source: AMA Research / ONS 

Despite the increasing level of social housing provision by RSLs, this has failed to overcome the decrease in the dwelling stock within the Local Authority sector, leading to a steady fall in the overall number of dwellings.  Overall, the social housing provision stood is estimated at just over 5.0m stock units in 2003, having declined by around 1% per annum over the last decade.

The number of properties in the LA sector has fallen significantly during the 1990s, with the number of dwellings currently standing at around 3.2m, down almost 30% on the figure seen 10 years previously.  In contrast, the RSL sector has shown steady growth over the last decade to almost 1.8m units in 2003. While the volume of homes under Housing Association management is increasing, the actual number of organisations is declining, and the market has seen the emergence of larger groups.  

	Table 17: Major RSLs in England with over 10,000 Dwellings (2003)

	Housing Association
	Number of Units in Management
	% Market Share

	NBH (North British Housing)
	44962
	2.8

	Sanctuary HA
	35763
	2.2

	Anchor Trust
	35057
	2.2

	The Home Group
	31239
	1.9

	Hyde HA
	28731
	1.8

	London and Quadrant
	26173
	1.6

	Home HA
	25197
	1.6

	Orbit HA
	24093
	1.5

	Riverside HA
	23162
	1.4

	Paddington Churches
	23029
	1.4

	Guinness Trust
	21211
	1.3

	Circle 33 Housing Trust
	19419
	1.2

	Northern Counties
	18598
	1.1

	Peabody Trust
	17821
	1.1

	Knowsley Housing Trust
	16517
	1.0

	William Sutton Trust
	15840
	1.0

	Metropolitain Housing Trust
	15207
	0.9

	Helena Housing Limit ed
	14217
	0.9

	Notting Hill Housing Trust
	14200
	0.9

	Broomleigh
	14029
	0.9

	Bradford and Northern
	13454
	0.8

	Housing 21
	13405
	0.8

	Focus HA
	12833
	0.8

	Wrekin Housing Trust
	12795
	0.8

	Southern Housing Group
	12589
	0.8

	Warden HA
	12556
	0.8

	Sovereign HA
	12380
	0.8

	English Churches Housing Group
	12250
	0.8

	Pennine Housing 2000 Ltd
	12174
	0.8

	Touchstone HA
	11778
	0.7

	Arena HA
	11659
	0.7

	Coast and Country Limited
	11606
	0.7

	Hanover HA
	11512
	0.7

	Family HA
	11164
	0.7

	Bromford Carinthia
	10953
	0.7

	Yorkshire Community Housing
	10817
	0.7

	Whitefriars Homes South
	10785
	0.7

	Network Housing Association
	10758
	0.7

	Swale HA 
	10701
	0.7

	Bedfordshire Pilgrims
	10684
	0.7

	Knightstone
	10292
	0.6

	Servite Houses
	10171
	0.6

	Manchester & District HA
	10112
	0.6

	New Downland HA
	10111
	0.6

	Totals
	742,004
	45.8

	Source: Housing Corporation/Housing and Planning Yearbook/AMA Research



In 2003, there were 44 RSLs in England with over 10,000 units in management up from just 22 in 1997.  This represents a 100% increase in larger RSLs, resulting primarily from large scale stock transfers, although a few organisations have entered at the lower end following new build programmes.  Those with more than 10,000 units now account for over 45% of the RSL sector, up from 36% 5 years ago. The majority of these Associations are also actively involved in new build as well as operating substantial maintenance/improvement budgets.
It should be noted however, that this list excludes a number of recent transfers.  The list is compiled from the Public Register of Social Landlords which is maintained by the Housing Corporation.  This register is completed from annual statistical returns made by the RSLs and therefore has yet to include a number of significant transfers including Walsall Housing Trust formed following the transfer of almost 23,000 dwellings from Walsall MBC and Bradford Community Housing Trust Group, which acquired almost 25,000 houses from the City of Bradford.

The governments’ ‘decent homes’ target, aiming for all social housing tenants to be living in a decent home by 2010, is another reason for the high levels of stock transfer to Housing Associations.  The backlog of housing repairs needed to meet this target is substantial, with the cost estimated at around £20 billion. In many cases councils have not got the funds to tackle the upgrading of properties (although PFI is an option), so instead many are pursuing a policy whereby tenants are offered the option of transferring the ownership of their homes to a Housing Association or similar organisation.  By transferring management to a housing association, the requirement to upgrade stock becomes the housing association’s obligation.  Key areas where refurbishment is considered necessary are bathrooms and kitchens, but window and door replacement are also benefiting.  How quickly these works will be done is uncertain, but they will need to be funded for the most part by private finance.

4.7.4
The Conservatory Market
Historically, demand for conservatories was very low, usually confined to the ‘grey’ market and, in terms of design, focused on large timber-framed, Victorian designs. During the 1980s, rising incomes and developments in ‘new materials’ altered both consumer perceptions and the structure of the market. Over the last decade, design and material developments, coupled with rising affluence and increased spending on home improvements in particular, have brought the purchase of conservatories within the range of a much wider target market.

Since 1990, the market has more than quadrupled in terms of value. Growth was particularly strong during the latter half of the 1990’s, alongside rapidly rising house prices. Between 1998 and 2003 the market almost doubled and is now estimated to be worth £1.3 billion at retail prices. However, this figure underestimates the total value of the market, as it excludes installation and base costs which, combined, would add around £200-250 million to the above estimate.

The chart below shows the development of the UK conservatory market since 1997, with estimates to 2006.

Chart 18: Conservatory Market Value 1997-2006 (£m) RSP
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Strong growth rates have been maintained in the market on the basis of rising disposable incomes and consumer spending, since 1997.  By this time, consumer perceptions of conservatories had altered to become a ‘lifestyle’ product, which was reflected in growth rates of 15% upwards. Key market drivers relating to demand for conservatories include; high levels of consumer confidence, a buoyant housing market, low unemployment and low interest rates.  Between 1998 and 2003, average property prices more than doubled and this, coupled with low interest rates resulted in increased levels of consumer spending, prompting a larger number of householders to invest in their properties. In addition, the level of equity withdrawal increased rapidly in 2002-04, with conservatories a key beneficiary. The conservatory is viewed as a good way of increasing the value of a property, as it is effectively creating an additional room.

However, since 2003 growth rates have slowed considerably, partly as a result of a slowdown in annual price increases due to the market becoming increasingly competitive. A fall in average prices was expected in 2004/2005, and during the second half of 2004, the market suffered a downturn in value terms.  In the near future, growth rates are likely to continue to be significantly lower than in the past, as there is evidence of a downturn in the housing market, and a possibility of additional interest rate increases in order to keep inflation rates on target. As a result consumer confidence is likely to fall further and have a negative effect on the growth of the conservatory market. The increasing cost of raw materials, including profiles, steel and glass, is also likely to continue to affect market value.

5.
ProdUCTS

5.1
Windows

5.1.1
Market Size & Volume

While market value for replacement windows has been relatively flat in recent years, this trend is not an accurate reflection of volume developments.  As indicated earlier in the report, retail price competition has been intense, resulting in little or no increase in average prices.  Retail prices have lagged inflation by a considerable amount since the market peak of the late-1980s, which has resulted in substantial erosion prices in real terms and of margins throughout the supply chain.

The table below shows the development of the market, in terms of volume, since 1998 and with forecasts to 2008.

	Table 19: UK Home Improvement Market for Windows 1998-2008 By Volume

	
	
	

	Year
	Volume (‘000)
	% Change

	
	
	

	
	
	

	1998
	6,190
	

	1999
	6,240
	+ 1

	2000
	6,320
	+ 1

	2001 
	6,330
	        -

	2002 
	6,435
	+ 2

	2003 
	6,480
	+ 1

	2004 
	6,392
	- 1

	2005 Est
	6,288
	- 2

	2006 Fcst
	6,177
	- 2

	2007 Fcst
	6,021
	- 3

	2008 Fcst
	5,864
	- 3

	
	
	

	Source: AMA Research/Trade Estimates


It is estimated that the total value of the replacement windows market in 2004 is around £1480m, at installed prices.   

Volumes in the private sector declined strongly in the recession, but recovered in the mid 1990s and then started to level off as the market reached maturity. As the table above shows, market volumes for replacement windows continued to grow between 1998 and 2003, albeit at a slower rate of on average 1% annually.  

The competitive nature of the replacement market has resulted in depressed retail prices and lower margins throughout the supply chain as manufacturers and component suppliers seek to retain volumes.  As a result, the market has been characterised by steady or rising volumes, but falling prices – a reflection of a rapidly maturing market and difficulties in establishing product differentiation.  However, in 2004 the high ownership levels meant that demand could no longer be sustained, and it is estimated that installed volumes of replacement windows fell by approximately 1% in the year.

It is expected that this market will continue to see a reduction in volumes of windows installed annually between 2005-2008.  The main reason for this is that ownership levels are already high with demand being increasingly driven by homeowners looking to upgrade existing replacement windows for reasons of security, aesthetics or product failure. However, the replacing replacement market is currently far from large enough to sustain present volume sales.  

In the short term, the difficult economic climate with falling housemoving levels, a reduction in equity withdrawals and a decline in consumer confidence and spending is likely to also have a negative effect on demand. In addition, higher raw material prices are likely to start feeding through into the consumer market and could further affect levels of demand. 

5.1.2
Distribution by Sector

The total domestic replacement market for windows and doors includes, according to our definition, the private and public sectors as well as installations by direct sell companies and builders/joiners etc. The sector mix by value is illustrated in the chart below.

Chart 20: Value of Windows By Sector 2004
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NB: These figures exclude windows installed as part of a conservatory.

The direct sell or private home improvement replacement market, mainly referring to double-glazing ‘supply and fit’ companies, is the dominant sector accounting for over 75% of the market by value. However, this share of this sector has declined since 2002, when it was 78%, primarily due to the restrained demand in the private sector market and depressed prices, whilst the social housing sector has been more buoyant. 

The current features of the UK economy, such as rising interest rates, a cooling housing market and consumer spending at low levels, are all contributing negative factors for the direct sell sector. However, the decline in volumes in the private sector replacement market is primarily a result of the growing maturity of the market and the current high ownership levels of replacement windows.

However, in the public sector, the market has continued to grow, with prospects also brighter for the future. It is now estimated that 15% of replacement windows are supplied into the social housing sector, an increase of 2% since 2002. As discussed previously, the transfer of housing stock to Housing Associations, as well as the requirement to comply with the Decent Homes Standard has boosted this sector in recent years. The social housing sector is also less sensitive to economic factors such as changes to interest rates and consumer spending.

The indirect private replacement market primarily refers to the builders sector, where windows may be installed on a 'piecemeal' basis, or as part of a general refurbishment project, but also includes DIY projects.

This sector has traditionally been more timber oriented and has declined substantially over the past decade, as homeowners have increasingly sourced from replacement window companies. However, in the last few years PVC-u windows have become more available to builders, making them a more viable choice than previously and contributing to some growth in this sector.  The builders sector is also thought to have benefited from the poor image of ‘double glazing’ companies as well as the recent resurgence in the popularity of timber windows. The DIY sector has a relatively small impact in the windows market, due to the nature of the work being quite specialist. It is estimated that the indirect private sector accounts for around 9% of the market in 2004.

5.1.3
Frame Materials

The mix and frame materials, by value, in the domestic replacement market for windows is shown in the chart below, as well as the development of the different materials since 1986.

Chart 21: Mix of Windows By Frame Material 1986, 1992, 1998 and 2004, By Value
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During the 1980’s growth in PVC-u windows was exceptionally strong, and by 1986, its share of the replacement window market had already grown to more than 50%. 

PVC-u has achieved steady growth in share over the last decade, reaching an estimated 88% share of the replacement market in 2004. This share, however, reflects substantial variations between different sectors of the replacement market.  For example, in the private direct sell sector, PVC-u maintains a share of over 90%, while in the public sector the share is lower.  PVC-u's growing share of the total market was initially assisted by the rapid acceptance of the material by Local Authorities and the indirect builders markets. However, public sector applications have seen some resurgence in the popularity of timber and aluminium in the last few years, partly due an increased awareness of security and environmental issues. 

The above chart highlights PVC-u’s strong dominance of the sector, with the smaller shares of aluminium and timber primarily reflecting some installers wishing to offer alternative materials, and consumer preferences for aluminium or timber in certain applications.

Other key factors to note include:

· Aluminium has been the main loser of market share to PVC-u in the window replacement market since the mid-1980s, with very few retail companies now offering aluminium to any significant extent.  

· Aluminium’s traditional strength in the South-East remains, but the material is now virtually non-existent in the domestic market in some regions of the UK.  This contrasts with its strong position in the commercial window sector.

· Housing Associations now account for over 30% of the ‘public’ housing sector and this is continuing to rise.  Many housing associations will now specify PVC-u to reduce their longer-term maintenance, though some continue to specify timber primarily on the basis of environmental factors.

· Softwood's share of the public sector has declined rapidly in recent years, with PVC-u now accounting for over 70% of windows installed. However, timber and aluminium windows have recently enjoyed renewed growth in the public sector. 

· Timber’s share of total window installations has been in decline since the 1980’s although it has recently started to gain share again, due to significant improvements to the design and finish of timber windows, and extensive promotion of their environmental credentials.

· Hardwood may continue to increase its share slightly due to its traditional image and consumer appeal, with many new styles aimed at specialist applications such as traditional properties and listed buildings etc. Although softwood windows are in decline, cost-driven issues will ensure softwoods are still used in some sectors. Cost issues may become increasingly important as raw material costs drive prices up higher in the PVC-u market. 

· Steel windows now account for a very small share of the replacement market only and its use is generally confined to specialist applications. 

In the longer term, our forecast indicates the share taken by PVC-u has levelled out.  PVC-u’s share of replacement windows in the private sector is considered to be stabilising, and our forecasts to 2008 anticipate little change in market shares of frame materials. Inevitably, some installation companies will continue to promote the benefits of aluminium and timber to generate areas of differentiation.

Environmental concerns have in recent years become more prominent among consumers generally and are significant when considering frame materials.  However, it is an even more important influence on the buying decision in the public sector, of local authorities in particular. Trade associations and other organisations representing each of the frame material sectors are currently promoting actively their material as the most environmentally friendly (and claiming other materials are damaging to the environment).  

In 2004, the results of a European study on the environmental impact of PVC and competing materials showed that for window applications, no material was preferable to the others. The choice of material was also described as being of ‘minor importance’ whilst the most important issues in lowering the environmental impact was claimed to be the design and quality of the window.  However, in the meantime some local authorities had banned the use of PVC-u, and this has resulted in a boost for the timber windows industry, with renewed demand for timber windows being strongest in the newbuild sector.  Timber has been particularly favoured in the north of England and Scotland, where a decision to use timber may also have a positive impact on local/regional industry.

5.2
Patio Doors

5.2.1
Market Size & Volume

While the reasons for replacing windows are generally negative factors - such as draughts, rotten wooden frames, condensation problems etc, - the benefits of patio doors are more positive in terms of lifestyle, opening up the living/dining room to the garden, or providing access to a conservatory.  

Patio doors that are part of a conservatory installation, and providing access from a conservatory to the garden, are excluded from this report.  

The patio door market is now regarded as a mature product sector, with volumes generally dependent on the general economic climate and demand for conservatories.  The table below outlines our estimates of volume trends since 1998, with forecasts through to 2008:

	Table 22: UK Home Improvement Market for Patio Doors 1998-2008 By Volume

	
	
	

	Year
	Volume (‘000)
	% Change

	
	
	

	
	
	

	1998
	234
	

	1999
	235
	-

	2000
	239
	+ 2

	2001 
	253
	+ 6

	2002 
	262
	+ 4

	2003 
	266
	+ 2

	2004
	263
	- 1

	2005 Est
	259
	- 2

	2006 Fcst
	257
	- 1

	2007 Fcst
	256
	-

	2008 Fcst
	250
	- 2

	
	
	

	Source: AMA Research/Trade Estimates



It is estimated that the total value of the replacement market for patio doors was worth an estimated £212m at installed prices in 2004.

Patio door sales grew rapidly in the late 1970s/1980s, but while the market for replacement windows is universal in terms of house styles and sizes, the opportunities for patio doors in terraced housing, flats etc. is much more restricted and as a result, patio door sales suffered greatly during the recession in the early 1990s.  However, the rapid growth of the conservatory market during the last decade has given the market a new boost, and as a result of this, the patio door market performed particularly well in 2001/2002.  

As stated above, conservatories will often require a door to be fitted between the house and the conservatory.  Sliding patio doors are a popular choice between the house and conservatory, given that these take up the minimum space and furniture can be placed in front of them without obstructing the opening of the door.  French doors gained in popularity in the late 1990’s, partly because they complement the Georgian and Edwardian style conservatories, which grew in popularity during that time.  Hinged French doors have continued to gain popularity and now account for a significant proportion of the market.  

The patio door market includes a certain amount of replacing replacement doors, as French doors originally installed as an exit onto a patio may sometimes be replaced by a sliding door.  Similarly, an existing patio door, whether sliding or hinged, may be replaced when a new conservatory is installed in order to match materials and/or colours.  For this reason, the sliding door, whilst losing popularity in recent years (being seen as having less character than a hinged French door), has retained a market share of an estimated 45-50% of the patio door market.  However, in the last few years French door sales have grown very strongly and this, in combination with the fact that the conservatory market is slowing, is likely to lead to a significant change in shares during the forecast period. 

As indicated above, longer-term prospects for patio doors are linked to the conservatory market and, although it has recently suffered a downturn, this market is likely to provide some level of continued underlying growth for the patio door market.  However, demand is also strongly related to the declining replacement windows market, and as a result volumes in the patio door market are expected to decline during the forecast period. 

As with windows, there is a growing market for ‘second replacement’ products, where poor quality/specification doors are now being replaced by higher quality, more modern alternative products with particular emphasis on improved security and thermal insulation standards. Nevertheless, a slight, gradual decline in volumes is expected throughout the forecast period.  

The new housing market is excluded from the above figures, but is estimated to represent a current market size of around 70-75,000 patio doors.  The majority of new homes that are suited to patio/French doors now have them installed, and they have virtually become a standard feature for mid-upper range properties.  Even in smaller houses, a patio door is often fitted as an alternative to a back door.  However, volumes are relatively static in this sector, reflecting the current activity levels in the housing market.

5.2.2
Frame Materials

Many of the general comments relating to material developments in the window market outlined above are also applicable to the patio door sector.

However, while PVC-u rapidly gained market acceptance for window applications, the switch for patio doors has been much slower, as illustrated in the table below:

Chart 23: Mix of Patio Doors By Frame Material 1986, 1992, 1998 and 2004, By Value
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While aluminium’s share of the replacement window market has declined to less than 10%, the material has retained an estimated share of nearly 20% in the patio door market, reflecting a much slower rate of decline over the last decade.

The main reason for this is the strength benefit offered by aluminium, which is more critical in the design and performance of patio doors.  As a result, aluminium competes more effectively in price terms with PVC-u, particularly at the lower quality end of the market. PVC-u, however, is still growing as a frame material for patio doors.

Hardwood and softwood patio doors have retained a relatively small share of the market, concentrating their marketing on the traditional benefits of the material.  Performance standards for hardwood patio doors, in particular, have improved significantly but, in the longer term, the maintenance aspects of timber will limit their appeal.  Many timber patio doors are installed as part of a timber conservatory project or in ‘French’ door form. In addition to increased sales of French doors, the growth of the decking market may also provide some growth for timber patio doors, although woodgrain PVC-u versions are also popular. Until recently, aluminium was the dominant material in the DIY sector, although retailers such as B&Q and Wickes, as well as most builders merchants, now exclusively supply standard size timber and PVC-u patio doors.

While PVC-u’s share has grown steadily over the last 15 years, further growth is forecast only at a marginal rate before levelling out in the medium term.  Aluminium continues to be preferred as a frame material for patio doors by many installation companies due to intrinsic benefits of slim slight lines, high security and good performance levels, with timber sales boosted by the trend for French doors.  The fact that the patio door market has been boosted by the conservatory market means that the majority of new or replacement patio doors installed as part of such an project are likely to be PVC-u since this material dominates the conservatory market. It is for this reason that PVC-u is expected to continue to increase its market share, if only marginally, in the short term.  

At the same time, wood is expected to slightly increase its share – buoyed by timber (often high quality hardwood) conservatory installations.  Aluminium is expected to lose out in relative share terms to PVC-u, with no boost expected from the domestic conservatory market, where it is not a significant player.  The new housebuilding sector is not within the definition of this report, but represents a major sector for patio doors.  Currently, over 50% of new homes are now built with patio doors.     

5.3
Residential Doors

5.3.1
Market Size & Volume

There are major differences between the replacement entrance door market and demand for patio doors and windows.  While professional installation of double-glazed products dominates these sectors, the entrance door market is largely influenced by the high volume of doors supplied through Builders Merchants and DIY Multiple outlets etc.  The majority of these doors are low priced products that are often fitted by the householder or purchased by the householder and installed by joiners/builders etc.

The developments in volume sales of residential entrance doors is shown in the table below:

	Table 24: UK Home Improvement Market for Residential Doors 1998-2008 By Volume

	Year
	Volume
(‘000)
	%
Change

	
	
	

	1998
	1205
	

	1999
	1215
	+ 1

	2000
	1235
	+ 2

	2001 
	1260
	+ 2

	2002 
	1295
	+ 3

	2003 
	1323
	+ 2

	2004 
	1330
	+ 1

	2005 Est
	1345
	+ 1

	2006 Fcst
	1370
	+ 2

	2007 Fcst
	1396
	+ 2

	2008 Fcst
	1409
	+ 1

	
	
	

	Source: AMA Research/Trade Estimates



The steady increase in the UK housing stock of around 1% per annum provides some underlying growth, while a buoyant home improvement market in general, has also had a positive influence on this sector.  It is estimated that the residential entrance door market is currently around 1.3m units per annum, with growth rates of 1-2% expected to continue during the foreseeable future. The total value of the residential door market is estimated to be around £780m.

Developments in the entrance door market have been less influenced by the economic climate in recent years than the window and patio door markets.  The front entrance door is a focal point of attention to most properties and will often be subject to heavy wear and tear from the climate and regular family use. As a result, many homeowners will ensure regular maintenance and replacement, if necessary, to keep an attractive appearance. In addition, replacing the front or back door represents a significantly smaller investment than replacing the windows, and/or patio doors, and has a relatively substantial effect on the appearance of the front of a house.

In addition, the requirement for improved security has also provided a stimulus for sales, particularly in the social housing sector. Multi-point locking systems are now virtually standard on entrance doors in the direct sell market and are widely fitted to products in other sectors of the market. Recent growth has been in the use of composite materials offering high thermal performance, security and ease of fitting for all sectors. 

The entrance door market has a higher rate of replacing replacements than the window market and steady growth is anticipated during the forecast period. Unlike the windows market, the door market is influenced by fashion changes to some extent.  The front door of a house can be said to make a ‘statement’ about the house, and so householders may see a change as valuable and desirable. Therefore, householders may wish to change the look of their house by changing the door colour and/or style, even if the existing door is still serviceable. It is likely that some early PVC-u installations will be changed for this reason, as the look of the 1980s PVC-u door has become outdated. 

5.3.2
Distribution by Sector

This market is more fragmented that the windows market. The chart below outlines our estimate of the breakdown of sales between the sectors:

Chart 25: Residential Door Market 2004 By Sector
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The indirect private sector dominates the market for residential entrance doors, and relates to builder and householder purchases, primarily of solid or partially single-glazed timber doors. It is estimated that this sector accounts for around 58% of the door market in 2004.  This share has declined over the last decade, as PVC-u front doors, primarily supplied by double-glazing companies, have become more popular.

However, more recently, builders have begun to have easier access to a variety of materials, both through builders merchants and through other specialist suppliers.  PVC-u is now estimated to account for around 15% of the indirect sector, with the majority of sales in patio doors, entrance doors and conservatories. Composite doors are also available in builders merchants and DIY retail outlets to an increasing extent. In addition, companies traditionally specialising in timber, such as Jeld-Wen, have included PVC-u and composite product into their ranges.  

The direct sell sector has increased with the increasing popularity of PVC-u doors. It is now estimated to account for some 25% of the market. Retail direct sell companies will, in some cases, offer hardwood or composite doors, but they account for a small share of installations in this sector of the market.  Overall, the influence of the direct sell market is relatively low on the total market for entrance doors, where front and back doors are replaced for many reasons other than as part of a general 'double-glazing' project.

The social housing sector has experienced the greatest change in recent years.  The growth of Housing Associations over the last decade has resulted in some specification changes, and as Local Authorities and Housing Associations increasingly switch to stronger, more durable materials such as composites, steel etc, these materials have grown to account for a significant share of public sector refurbishment programmes.   

Housing Associations now account for an estimated 35-40% of sales of entrance doors within the public/social housing market, and this share is set to grow, with local authority volumes continuing to decline in response to changes in ownership. This sector has embraced composite doors with enthusiasm, with the perceived strength, durability and attractive appearance of composite doors winning over specifiers.  Due to the continued increase in demand in the social housing sector, its share is estimated to have grown in recent years to an estimated 17% of residential entrance doors.

Future growth is anticipated in all sectors, although the direct sell sector is expected to lose share to the public/social housing and the indirect private sector during the forecast period.

5.3.3
Frame Materials 

Sales of entrance doors vary significantly from the patio door and window sectors, due to the much stronger role of the DIY market in the usage of timber doors, and the growing influence of composite materials in the public sector in particular.  Also, many householders have opted not to change their front door, whilst installing PVC-u windows throughout the property.  

The chart below provides an overview of developments in frame material share since 1986, by value, based on the total replacement door market, illustrating the strong influence of the DIY/Joinery sector in this product group.

Chart 26: Mix of Residential Doors By Frame Material 1986, 1992, 1998 and 2004
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Source: AMA Research/Trade Estimates
Because of the large volumes of timber doors sold through DIY outlets and Merchants, changes in share in the overall replacement entrance door market have been very gradual over the last 15 years.  Hardware and softwood doors dominate the market with around 50% of the market in 2004, but have been in gradual decline as a result of homeowners seeking alternative materials offering low-maintenance and durability, with increased security an important issue, particularly in the public sector. 

However, in recent years, entrance doors have seen a substantial change in materials, with timber initially losing share to PVC-u products, particularly in the direct sell sector, and more recently composites rapidly gaining share. Although composites still represent a small part of the overall market, they are significant in certain key sectors, such as the HA sector.

Softwood and hardwood doors are primarily sold through DIY outlets, Joiners and Builders Merchants into the private and public sectors, which together account for around 90% of all timber doors sold as replacements - with only a relatively small volume sold through the direct sell sector of the market.  Timber in the direct sell sector is likely to be a hardwood door, offered as part of the direct sell range for householders for whom PVC-u door does not hold appeal.  However, the direct sell sector is not the primary channel for servicing this demand.  Virtually no PVC-u companies now operate their own joinery facilities, with the majority of this sector supplied by timber specialists.

Hardwood is more dominant in the private sector where aesthetics, durability and performance are regarded as key buying criteria, particularly for front door applications.  Softwood is more likely to be used for back doors where cost is usually considered the key factor.

While PVC-u windows have been widely adopted by householders, the PVC-u door has achieved less appeal, and has a significantly lower share.  However, PVC-u doors are still growing in the private sector, with companies placing more emphasis on making them attractive and differing in styles. Sales have been particularly strong in the indirect private sector and this has boosted its total share of the door market, which has increased to around 40% in 2004. In this sector, however, the fact that the door is maintenance free might also work against it, as some consumers may like to change the colour and appearance of their front door every few years, and may prefer that the door can be repainted.

The demand for aluminium doors has fallen significantly and it now only accounts for around 2% of the domestic replacement entrance door market. While share erosion has slowed down, there is unlikely to be any significant upturn in demand for aluminium within the foreseeable future.

The share taken by ‘others’ primarily relates to composite materials, and appears to be relatively low at around 8%. However, the demand for these products is growing rapidly, particularly in the public sector, but also increasingly in the private sector. Currently they are not widely sold through the direct sell channel, but composite doors are rapidly becoming more readily available to builders and the general public through builders’ merchants and DIY stores.

Composite doors are often favoured because they are considered to resemble a traditional door more closely and may offer a wider range of colour and design options than a PVC-u door, although PVC-u finish options, such as woodgrain, have proved a popular in recent years. Many of the leading PVC-u systems companies have introduced composite products and it is inevitable that some installation companies will promote these more actively into the private sector, perhaps by way of creating differentiation with other PVC-u suppliers.

However, composite doors are considered to be expensive – they can cost as much as £1200-1300 at installed prices at the top end of the market – though composites cover a wide range of specifications and price levels.  Although prices have come down in the past few years, composite door manufacture tends to be very labour intensive and this impacts on cost. There are also indications in the market that demand is currently outstripping supply for composite doors, although this should change with the streamlining of manufacturing processes.  The price is also expected to fall further as a result of manufacturing gaining volume in the medium term.

The popularity of composites in the public and new build sectors may boost the composite market in the private sector replacement market. Demand is likely to increase from home owners who want to replace existing PVC-u skinned types, and from luxury homeowners for whom the appearance of the latest composite products can now meet their requirement for quality.  

Composites have also grown strongly in the new housing market (see AMA report “UK Housebuilding Market 2004 – Focus on Windows, Doors & Roofline Products”), although most of these are standard sizes, whereas installations in the replacement market vary enormously in size and application.

6.
SUPPLY AND DISTRIBUTION
This section of the report reviews the supply and distribution structure of the Replacement Door and Window market for each of the frame materials, covering all market sectors. It also presents the key companies in each sector.
6.1
Overview of Distribution Structure

As outlined previously in the report, there are three main routes to market in the domestic refurbishment market; retail sales through supply and fit companies (direct sell); retail sales through builders merchants and DIY outlets (indirect private); and direct sales to large clients such as Local Authorities. 

Chart 27: Distribution Channel Shares 2004
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The retail supply and fit market is the largest, accounting for just over 75%. This channel consists of national, local and regional ‘double-glazing’ companies.  Sales through builders merchants, timber merchants, DIY outlets, joiners and other product specialists account for around 9% of the market, with direct sales to the public sector accounting for around 15%. Some regional and national installation companies, as well as joinery firms, also fabricate and supply the public sector through large contracts. 

At a higher level of the supply chain, the retail ‘supply and fit’ companies and the public sector are supplied through contracts with systems companies or fabricators, whilst builders merchants and DIY outlets tend to be served by specialist supply companies, and product specialists such as joinery companies. 

6.2
Distribution Structure by Frame Material

The distribution structure for windows and doors varies significantly according to the nature of the framing material.  The following section outlines the individual distribution structure for each of the materials and describes the major companies involved in each sector.

6.2.1
PVC-u 

The chart below shows the distribution structure for PVC-u windows and doors.

Chart 28: Distribution Structure - PVC--u Doors and Windows


Source: AMA Research

The major area of difference between PVC-u and aluminium material supply is that most major suppliers in the PVC-u market extrude their own profiles and supply either direct to the installation company or through trade fabricators, i.e. typically companies act as both extruder and systems supplier.

Systems companies offer several key benefits:

· They greatly reduce the level of stockholding for fabricators/retail companies.

· Design and development costs can be absorbed by systems companies more easily and spread over a wide customer base.

· Marketing and technical support for small retail companies can be provided eg. brochures, point-of-sale, resolving assembly/installation problems.

The stockholding factor for retail companies has become more critical over the last few years.  Difficult market conditions have resulted in fabricators reducing stocks to a minimum to help ease cash-flow problems, which places higher pressure on Systems Companies to maintain good stock levels and provide rapid deliveries. 

Major retail companies, such as Anglian, Everest, Zenith etc., either have direct links with major extruders to produce exclusive profiles or have now developed extrusion facilities within their own group operations, typically through acquisition.  Zenith, for example, is part of the Bowater Group.

Builders represent a growing share of the PVC-u window market as the material is now widely accepted in the domestic market. Many homebuyers are familiar with the benefits of low-maintenance PVC-u windows and are expecting new homes to offer similar features.  It has become easier to source these types of windows through Builders Merchants and other specialists, with PVC-u doors and patio doors also increasingly being available through DIY outlets.

Unlike aluminium, the vast majority of PVC-u sold by Extruders/Systems Companies is sold in profile form for windows and doors.  However, most leading suppliers have introduced kit-form doors and they now account for a significant share of the PVC-u patio door market.

The most important change in recent years in the PVC-u fabrication market is the growing polarisation between fabrication and installation.  Increasing cost pressures and falling margins have resulted in growing emphasis on economies of scale in window fabrication.  It is becoming increasingly difficult to remain competitive for window companies producing perhaps 200-300 windows per week.  As a result, many smaller fabricators have closed their own production facilities and now purchase ready-made frames from specialist trade fabricators around the country, such as Speedframe, Shepley, Sash etc.

The growth of these large, so called ‘super’ fabricators who now typically supply 2000+ frames per week on a national scale at very competitive prices with professional support, is eroding the underlying cost advantages of internal production.  While some smaller installation companies still prefer the control aspects of fabrication, the trend to outsource is likely to continue as pressure on margins increases and the advantages of high volume production levels feed through the supply chain, encouraging more smaller/medium-sized fabricator/installers to withdraw from manufacturing and concentrate on installing.  Specialist plastics distributors have also strengthened their position in recent years, supplying a range of window and roofline products into the trade.

Price pressures are also having an impact back up the supply chain and have resulted in some rationalisation in the systems market over the last six years.  The competitive situation for fabricators are putting pressure on systems companies in terms of lower prices and shorter lead times, whilst systems companies are trying to tie in fabricators for longer periods of time. 
Market shares are particularly difficult to assess since the majority of these companies are supplying a wide range of end uses other than domestic doors and window products.  For example, many are involved in supplying the commercial, new build and conservatory sectors, while others are manufacturing roofline, cladding, door panels etc., or are more actively involved in export activity.  In addition, some companies manufacture for sectors other than the doors and windows sector – e.g. Rehau manufactures for the automotive and garden products industries etc.

Given these limitations, the table below outlines the leading suppliers with some indication of their position in the market.

	Table 29: PVC-U Systems Market Supplier Shares – 2004

	Manufacturers
	Share %

	
HW Plastics
	
	

	Rehau
	
	9 - 11

	Epwin Group (Profile 22, 

HIS Systems etc )
	
	

	
	
	

	LB Plastics
	
	

	Synseal
	
	

	Eurocell
	
	7 - 8

	Bowater (WHS Halo)
	
	

	
	
	

	Deceuninck/Status Systems
	
	

	Veka
	
	4 - 6

	Duraflex
	
	

	
	
	

	Permacell Finesse
	
	

	Plastmo Profiles
	
	1 - 3

	Smart Systems
	
	

	Profine (Kömmerling)
	
	

	
	
	

	Others
	17 –23

	Source: AMA Research



NB: The above table focuses on the system supply sector and excludes vertically integrated operations such as Anglian and Everest.

HW Plastics is still estimated to be the largest in the sector, with Rehau second. However, the margin of its leadership has declined, as some of its competitors have shown stronger growth. Epwin Group for example, has grown strongly in recent years, predominantly through acquisition, and is now estimated to be the third largest with brands including HIS Systems and Profile 22, among others. Synseal and Eurocell have also grown strongly in recent years and are now comparable in share terms with LB Plastics and WHS Halo, with an estimated  7-8% each.

As indicated above, most of the major suppliers will supply products into the commercial and other sectors of the market and ranges covering roofline etc., which fall outside our definition. We therefore fully appreciate that ranking all these suppliers is extremely difficult in terms of our market definition, but the objective of the above table is to illustrate major suppliers and also, to indicate that the market structure is still relatively fragmented.

The key players in the market have not changed substantially since 1992, though shares have increased primarily due to the formation of larger groups, as a result of acquisition activity within the systems market. However, while there have been many purchases of companies, the result has not been a rapid consolidation of the market in terms of systems brands, as many companies have continued to be run as brands in their own right e.g. HW Systems and Spectus. 

Also, already large groups have rationalised their operations, focusing on core business areas. Heywood Williams, for example, sold Creation Group, Coldseal and Cestrum during the period, in order to focus on systems supply, thereby avoiding both supplying and competing with retailers and fabricators. Epwin Group has made a large number of acquisitions in the last few years, including that of HIS systems, although most acquisitions have been aimed at strengthening the group’s positioning in stronger growth areas of the market, such as composite doors. They have also divested in order to focus the business. Other examples include Shüeco, which has withdrawn from the PVC-u market in order to concentrate on aluminium and steel.

There is a relative concentration of suppliers, typically with around 3-5% share, where there has been a mix of share gain and loss over the last 3 years.  Several companies, such as Eurocell, Plastmo, Synseal, Duraflex etc, have enjoyed a period of reasonable growth despite tough market conditions, with Synseal and Eurocell growing particularly strongly. Competition has toughened at the top with more companies achieving higher levels of sales, whilst eroded profits have resulted in some, such as Premier Profiles, ceasing to trade.

Continued rationalisation of the supply structure is anticipated, with the acquisition of even more privately owned independent suppliers by major groups committed to the sector.  The prospects for substantially improving margins in the medium term are limited given the mature state of the market, excess production capacity and a generally difficult trading climate.  

Also, there is an inherent difficulty in trying to achieve economies of scale by acquisition of systems companies, as each system on the market is different in its design.  As a result, fabricators become used to a system and have fabrication tooling which are intended for use with their chosen profile.  

If changing to another system means changing/modifying tooling anyway, and if a fabricator is faced with the need to change (perhaps because a system is being phased out), he may well choose to change to a competitor system rather than change to another system within a group of companies.  Thus there is a risk of losing business in phasing out systems.  Even when alternative designs are introduced by a systems company, in order to update systems, these may meet with reluctance from fabricators who do not want to adopt them immediately.
Key extruders/systems companies include;
HW Plastics claims to be the UK's largest manufacturer of PVC-u windows systems and PVC UE building products. It incorporates 5 brands including HW Systems, Spectus, Kestrel and BCE, and is part of the Heywood Williams Group, which has operations in both the UK and the USA.  

Sales for the total group were £603.6 million in 2002, but it made a significant loss due to specific restructuring costs and allowances for warranty claims. Heywood Williams disposed of Creation Group and Coldseal during 2003, followed by Coastal and Cestrum Conservatories in 2004.  The group intends to focus on plastics, but also growth markets of component and hardware supply. The Heywood Williams group also includes Mila, Comet, Door Panels (UK) etc, supplying a range of hardware, panels and cellular profiles. In 2003, turnover for Heywood Williams UK was £168m whilst turnover for HW Plastics in the same year was £73.9m, down from £87m in 2002. The company showed a loss of £52.6m in 2003

Rehau is a privately owned major international supplier of plastic products for the construction, automotive and industrial markets, and one of Europe's leading processors of polymers. The group entered the UK market in the 1960s, and now employs around 800 staff in the UK and Ireland.  

Rehau Ltd is based in Ross on Wye, and has extrusion facilities in North Wales, though plants in Germany and France also supply profile to the UK market.  There are an estimated 300 fabricators currently using Rehau profile. Turnover for Rehau Ltd in 2003 was £98.4m, an increase on 2002 when it was £91.9m. Profit in 2003 was £1.7m, compared with £1.9m in 2002. 

Epwin is a leading UK-owned group with wide interests in the PVC-u market including extrusion, systems supply, fabrication and component supply.  In recent years the group has reverted to private ownership under the existing management. Epwin has grown rapidly through a series of acquisitions and it is now estimated to be the UK’s third largest PVC-u extruder, employing some 2300 people.  

The group consists of around 30 different businesses, with brands including Profile 22, a Telford based extrusion operation that has been established for around 20 years.  Other businesses in the group include Sierra Windows, Total Windows Systems, Europlas, the cellular foam profile extruder Swish, conservatory roof system company Quantal, foil lamination business Foilex and specialist plastic distributors Window Store and Quay Plastics. In 2003, the Epwin Group also acquired HIS Systems, an independent systems company with an extrusion plant in Mid-Glamorgan. 

In the last few years, the Epwin group has focused particularly on supplying the public sector, as well as high growth products such as components and composite doors, with window sales now accounting for around 45%. It incorporates some of the largest players in the external door market including Portal Products, Evergreen Door, HM Doors and Permadoor. Sales for the group in 2003 were £176.9m, compared with £167.9m in 2002. Pre tax profit had increased from £54.1m in 2002 to £60.1m in 2003.

LB Plastics, based in Derbyshire, are a well-established supplier with a high reputation for their product range, quality, service and support and are particularly strong in the public sector.  LB Plastics is part of the Litchfield group of companies, which has UK headquarters and production facilities in the UK, Germany, Poland, Australia and the USA. L.B. Plastics brand names include Sheerframe, covering windows, doors and curtain walling, Sheerline and Hometrim. Other brands include Masterdor, which claims to be the UK’s largest manufacturer of bespoke external doors.

The group has grown rapidly in recent years and now employs around 1000 people.  Turnover for LB. Plastics in 2003 was £80.9m, with a profit of £3.7m. Turnover was up from 2002, when it was £73.2m, although profit was down from £6.6m. Approximately 40% of the group’s turnover is generated outside the UK.
Synseal is an independently owned UK extrusion company.  The company was formed in 1980 and has developed from initially an installation outfit, into fabrication and later extrusion. In the mid 1990’s the company decided to focus solely on extrusion. Synseal produce and supply PVC-u profiles and components to manufacturers of PVC-u windows, doors, and conservatories throughout the UK, with partricular strength in conservatories. Its brands include Shield and SynerJy, a new brand launched in 2005. The company recently signed a deal with Jacksons Building Centre to supply its windows, doors and conservatories.
Synseal has grown rapidly – turnover has more than doubled since 2001, when it was £29m. Sales in 2003 were £51.9m, with 2004 sales at £65.9m. The profit has also increased, from £9.5m 2002 to £12.6m in 2004. 
Eurocell Profiles is part of Fairbrook Plc, which also incorporates HL Plastics. Fairbrook is itself a subsidiary of Tessenderlo Chemie, a major European PVC resin producer.  Eurocell was founded in 1974 and produce window and door profile as well as cellular foam profiles. Its window, door, curtain walling and ancillary systems enables it to offer a total replacement and new-build package. Based in Derbyshire, the company has a purpose-designed extrusion and tool-making facility and over 200,000 sq. ft. of warehousing
Eurocell has grown steadily over recent years, not only through its extrusion activities, but it also has around 50 trade centres from which it distributes plastic building materials. UK turnover in 2002 was £51.8m, with a profit of £10.8m, compared with £64.3m in 2003. Profit was £10.6m in 2003. 

WHS Halo, the Sutton Coldfield based extrusion company, has been in existence since 1996 and is part of the Bowater Windows group, which also includes retail companies James Harcourt, Zenith and Staybrite. Bowater Windows had a turnover of £179.1m in 2003, compared with £177.3m in 2002. In 2003, the company reported a loss of £13.5m.

WHS Halo is one of the six largest window extruders in the UK, designing and supplying window profile used in PVC-u replacement windows and doors to fabricators and installers within the UK and Ireland. WHS Halo extrudes a number of bespoke window systems for the public, housebuilding and consumer sectors. Brands include System 10,designed primarily for the public sector and housebuilder markets, and the Eclipse and Esthetique systems aimed at the private sector replacement windows and doors market. Annual turnover for WHS Halo is estimated to be in excess of £50 million.

Deceuninck NV is a Belgium based group of companies, with operations in 32 countries including Europe and the USA. The group operates in a number of Western European countries including Benelux, Spain, Portugal, France, and the UK as well as in a number of central and eastern European countries and in the USA.  Deceuninck’s turnover and profits have been growing fast in recent years, as a result of an active expansion and acquisition policy, with recent acquisitions including Thyssen Polymer. In 2003, the Deceuninck Group achieved a turnover of more than 470 million euros, an increase of 30% on the previous year. In the UK, Deceuninck has two PVC-u extrusion subsidiaries, Deceuninck Ltd and Status Systems. Deceuninck’s UK turnover in 2003 was reported to be £26.8m, a slight fall from £27.1m in 2002. Profit was £3.9m, which represented an increase on 2002, when it was £1.1m.

Deceuninck Ltd originally started extrusion in the UK under the name Deeplas Limited. It now has sales to the UK and Ireland, as well as exports to Asia and is based in Calne, Wiltshire. Products include windows, doors, roofline and cladding, paneling, skirting and architraves. 

Status Systems originally started trade extrusion in the UK in 1961 under the name Range Valley Engineering and was acquired by the Deceuninck Group in 1999. The company is based in Oldham near Manchester. 

Veka plc are part of a German group, VEKA AG.  It has been established for over 30 years and has operations worldwide, with 11 factories across Europe, Asia, America and Russia. Veka plc is one of the UK’s largest extruders of PVC-u for windows, doors, screen walling and other construction products. In addition to its window and door systems, Veka UK also supplies conservatory systems, cladding, roofline, paneling and PVC-u gates.

The company has grown quickly and is expanding its manufacturing base in Burnley, Lancashire. In recent years, the company has been actively promoting the Veka Network of around 140 retail window and door companies across Britain and Ireland, which as a group has installed around £300m worth of windows and doors since its inception. Turnover for Veka plc in 2003 was £44.5m, compared with £42.8m in 2002. Profit was slightly down to £0.6m from £1.6m in 2002.

Duraflex is a long-established supplier of door & window profiles and one of the few to make the successful transition from aluminium to PVC-u.  Set up in the 1950’s, the company has been part of several different groups over the years including RTZ, Caradon and Latium Group. In 2002 Duraflex was acquired by US company Masco. The company recently moved to new premises in Tewkesbury, Gloucestershire.

Duraflex has achieved notable growth in recent years and in 2003, it had a turnover of £37m, which was a large increase on reported turnover for 2002, which was £24.9m. Profits also rose from £1.4m to £3m in 2003. 

Profine UK Ltd is part of Profine Group, a major German based European PVC-U systems group that was created in 2003 through a merger between major players Kömmerling, Trocal, Knipping and KBE (all previously owned by HT Troplast AG). In the UK, operations are focused on the Kömmerling brand, which has been established in the UK since 1975. 

Kömmerling does not extrude in the UK, the main extrusion facilities are located in Germany, although there are several other extrusion plants worldwide, but they have grown strongly in the UK, primarily due to their links with Speedframe.  Profine UK Ltd (previously Kömmerling UK) had a turnover of £11.5m in 2003, slightly down from the 2002 turnover of £11.8m. Profit was £107k in 2003, up from – £51k in 2002.
Plastmo Limited was formed in 2003 by the senior management of Plastmo Profiles Limited of Northampton and the Abbott Group of Hailsham, Sussex. It is owned by German company Plastmo Holdings GMBH, and the combined UK operation is estimated to have a turnover of around £50m.  

Plastmo Profiles has extrusion facilities in Northampton and is also a major distributor of polycarbonate roofing under the Everlite brand.  The Abbott Group manufacture PVC-u and softwood windows and doors.  Turnover for Plastmo Profiles in 2003 was £25.9m, slightly down from 2002, when turnover was £26.7m. Profit was also reduced, from £3.3m in 2002, to £2.2m in 2003. The Abbott Group has an estimated annual turnover of £14m.

Aluplast (UK) Limited (formerly Plus Plan (UK) Ltd) is one of Britain’s leading PVC-u window and door system suppliers. It has been based in Lutterworth, Leicestershire since 1980, where it has a seven-acre site housing extrusion facilities, warehousing and office space. Aluplast UK Ltd is part of the international Aluplast Group based in Germany, which has interests around the world in plastics and which has been active in PVC-u for over 20 years. For the nine months to December 2003, Aluplast UK reported a turnover of £8.1m, with a profit of £86k. 

Marshall Tufflex, based in Sussex, are part of a larger PVC products group, with particular strengths in the electrical industry, but are also active in the window market with a good reputation.

Permacell Finesse was originally part of Cego, a supplier of hardware for windows and doors and now represent the extrusion aspects of the business.  Both Cego and Permacell are part of the Laird Security Systems division of the UK group Laird PLC.  The Permacell brand is used for cellular foam PVC roofline products and Finesse is used for the window and door system.  The company also has a patio door kit branded Kitcraft . Turnover for Permacell Finesse in 2003 was £30.9m, an increase on 2002, when it was £26.7m. Profit was £1.7m, slightly up from £1.6m in 2002.

Smart Systems are unusual in the systems market, offering a range of PVC-U, aluminium and composite systems.  They supply into both the domestic and commercial sectors. The company was acquired by Aliplast NV in 1999. Company turnover has grown from £8.2m in 2001 to £13.3m in 2003. Profit in 2003 was £1.2m.

Doncaster based Premier Profiles, part of the Polypipe Group ceased trading in February 2005.  The company claims it was due to a number adverse trading conditions including higher raw material prices, which led to significant financial losses in 2004. Also contributing to its demise was that, along with several PVC profile makers, it suffered substantial warranty claims following ‘pinking’ of window profile supplied in the early 1990’s. 
Other leading European-based suppliers in the UK are Wymar Systems, Brugmann (part of the German Group Salamander Industrie Produkte) and Schüco International (primarily a commercial aluminium systems supplier). However, in 2005, Schüco announced that it is withdrawing from the PVC-u market to concentrate on its aluminium and steel systems. 

Other window profile companies supplying the UK market include AWS, Esograt (also importing profile from Germany) and Gateshead based Diplomat Extrusions.
In the medium term, further rationalisation of the supply structure is inevitable as the market matures and becomes increasingly saturated, and profit growth is only achievable through improving operating efficiencies.  So far, the larger companies have continued to show strong growth overall, although profitability has sometimes suffered. Growth has predominantly come from large companies targeting higher growth market sectors such as composite doors, hardware or components, as well as roofline products and conservatory roofs etc. 

6.2.2
Aluminium

The chart below outlines the different methods by which aluminium framed doors and windows reach the market.

Chart 30: Distribution Structure - Aluminium Windows and Doors


Source: AMA Research

Distribution of aluminium products is predominantly through system companies, but has traditionally been served through specialist suppliers to builders merchants etc. However, the latter channel has declined significantly in recent years, with the industry focusing increasingly on building systems, with structures more important than windows and doors.

Aluminium products are now almost exclusively supplied into the commercial sector for applications such as schools, hospitals, hotels, offices etc. although there is still some application in the residential sector, for newbuild projects or higher profile refurbishment projects that involve architects. Aluminium products have also recently enjoyed an increase in popularity in the social housing/public sector, as a result of some LAs/HAs seeking a low maintenance alternative to PVC-u. Aluminium also has the added benefit of offering additional security.  Most companies in the sector now focus predominantly on the commercial and architectural newbuild markets, although some have a small range of windows and doors for the residential market. In the private sector, aluminium products are predominantly used in blocks of flats, with entrance door systems and windows being the most prominent products.
Systems companies are still the dominant channel for aluminium doors and windows in the replacement sector.  Most systems companies offer windows in bar-length form and patio and residential doors in kit form, which can be supplied direct to retail companies or through trade fabricators who will assemble finished product to supply small retail companies and builders.

Changes in the structure of the aluminium systems market have been dramatic over the last decade.  Declining material share of the overall market has resulted in some radical re-structuring of the major suppliers. Since 2003, trading conditions have become even more difficult with falling demand for replacement windows overall, and a continued decline in share for aluminium products. The continuing rises in raw material prices have led to further decreases to margins across the industry. 

In the early-mid 1980s, the domestic aluminium systems market was dominated by Monarch, Alcan, Scope, Cego and Duraflex.  All of these companies were part of large international groups with established interests in aluminium extrusion.  During the last decade, however, have seen major changes in the supply structure. Scope, Alcan, Cego and Duraflex have all either ceased their operations or become predominantly PVC-u suppliers, with only Monarch have maintained a full commitment to aluminium. Monarch and Glostal merged in 1997 with PB windows and doors, forming SAPA Building Systems Ltd, part of the international group SAPA AB.  However, this trend seems now to be reversing, as exemplified by Shüco returning to its roots of aluminium supply after 20 years in the increasingly competitive PVC-u market.

The key suppliers of aluminium products include:

SAPA Group is the leading supplier of aluminium windows and doors into the replacement market.  The company was established in 1963 in Sweden but now has operations in Europe, the USA and Asia. It is organised into three divisions – Profiles, Heat Transfer and Building Systems. SAPA group has a combined turnover of around 14bn SEK and employs nearly 8,000 people. 

In the UK, profile extrusion is undertaken by SAPA Profiles Ltd, which has a turnover of around £70m, though turnover has fallen sharply during the last three years.  SAPA Profiles was formed through a merger in 2000 between SAPA Ltd and Indalex. Customers, in addition to SAPA Building Systems, are in the automotive and transport segments but also include LB Plastics.

SAPA Building Systems Ltd supplies aluminium systems for the construction industry, with windows, doors and conservatory brands including Monarch, Glostal and Dualframe. It is estimated that the company’s market share in the aluminium window and door systems market is relatively stable, at over 50% although the market is in decline. UK turnover for SAPA Building Systems has fallen from £32.2m in 2001, to £28.7m in 2003.
Kawneer UK Ltd are regarded as a specialist systems supplier in the commercial aluminium market, though also supply into the domestic market to some extent, supply windows, doors, curtain walling, cladding systems etc. It is based in Cheshire and is owned by major aluminium group Alcoa, which had a UK turnover of £442.6m in 2003. Kawneer’s turnover has fallen during the last three years, from £34.8m in 2001 to £30.1m in 2003.   

Senior Aluminium Systems plc (SAS) supplies aluminium glazing systems for the architectural market in the UK and Ireland. Products include curtain walling, windows, doors etc. New head office in Doncaster. Although focusing on commercial projects, the SAS 'Reale' range of residential windows, entrance doors and patio doors is sold into both the newbuild and refurbishment sectors of the residential market. Turnover in 2004 was £13.7m and the company made a profit of £242k.
Other systems companies and fabricators specialising in aluminium door and window systems are: Beaufort Secure Design, Reynaers Limited, Space Window Systems, I-D Systems, Smart Systems, 3D Aluminium Plas, Capital Windows, Comar, Season Master and Architectonics Aluminium Systems.  

6.2.3
Timber

The distribution of timber doors and windows in the replacement market is substantially different from both PVC-u and aluminium, both in terms of the major suppliers and key distribution channels, with, as outlined previously, only a small share taken by retail double-glazing companies.

A key driving factor influencing distribution is the substantial price variation between timber products, compared with more uniform prices for aluminium and PVC-u.  As a result, retail direct-sell companies who offer timber will specialise in top-of-the-range hardwood products, incorporating more traditional features (leaded lights, stained appearances, brass furniture etc.), as an alternative to PVC-U or aluminium.  However, the majority of low-priced softwood products are supplied either through builders merchants, specialist joinery outlets or DIY Multiples (particularly for entrance doors).

The increasing popularity of timber doors and windows has not led to retail ‘double glazing’ companies offering timber products, but instead they have opted to introduce PVC-u and composite products with a wood effect finish. As a result, the distribution structure for timber products has been relatively stable in recent years, with the main channels illustrated in the chart below:

Chart 31: Distribution Structure - Timber Windows and Doors



Source: AMA Research

The above chart outlines the key methods of distribution, with the majority of products manufactured by major timber window and door specialists for both new build and replacement sectors.  Historically, a large proportion of external doors in hardwood and softwood were used in new build applications, as they offered the cheapest option.  However, composites and PVC-u have largely taken over this sector partly in response to buyers demanding low maintenance doors. Timber still has a strong presence in the replacement sector, in the external door market in particular, although PVC-u has rapidly gained share and composite is also now penetrating the replacement market, particularly in the LA/HA sector.

The majority of timber doors are sold in a limited range of standard sizes and, therefore, production is volume-oriented and dominated by a small group of manufacturers.  Prices in the timber door market have fallen in response to intense price competition between the major manufacturers. However, with timber now no longer the “cheaper alternative” but is being repositioned as a premium product, price increases have been introduced and the general consensus is that customers are prepared to pay a premium price. The quality of timber doors and windows has improved - hardwood products now tend to come with a 10-year guarantee and have a life expectancy of around 30 years. However, raw material prices and transportation costs have recently increased substantially, affecting profit margins for timber window and door suppliers. There is also currently a problem with a lack of skilled staff in the joinery sector. 

The supply structure for doors is similar to the timber window market, particularly for standard sizes in both the new build and replacement markets.  Custom-made windows, which are more prominent in the replacement sector, are often supplied by local joinery companies, but these now account for a declining share of the market with many jobbing builders now installing PVC-u windows.  However, hardwood windows in particular, though expensive, retain an appeal in the market and will retain a share of the market.  Builders merchants and DIY sheds sell hardwood and softwood timber external doors in standard sizes.

Rapidly declining volumes and shares taken by timber in all sectors of the door and window market has resulted in some major restructuring over the past decade. Initially acquisition activity included the acquisition of Crosby Sarek by Spring Ram, which was subsequently acquired by Premdor, and John Carr’s acquisition of Boulton & Paul, both now owned by Jeld-Wen. 

In the last two years, restructuring activity in the timber sector has focused on builders merchants acquiring timber merchants or joinery firms, leading to greater integration in the supply chain. Examples include Jewson, who since 2001 has acquired Nixon Knowles, Morgan Timber & Boards, Merton Timber, Tyneside Timber, Grays Group, West Herts Timber, Hobbs Timber and Beards Timber, some of which manufacture timber windows and doors.
However, the majority of joinery firms are small operations and the market is extremely fragmented. There are only a handful of large manufacturers, including;
Jeld-Wen UK is a subsidiary of the US-based Jeld-Wen, a leading joinery products manufacturer. During 1999, Jeld-Wen acquired the brands of John Carr and Boulton and Paul to form the UK’s largest joinery manufacturer. A large proportion of Jeld-Wen's output is sold through builders merchants with Travis Perkins and Build Center being major customers, as well as timber merchants such as Champion Timber and Alloway Timber. 

In addition to timber window supply, the company also supplies PVC-u windows, while external doors come in a choice of materials - hardwood, softwood, PVC-u, and GRP or steel faced composites. Jeld-Wen also sells patio doors, garage doors, internal doors and staircases. In 2003, Jeld-Wen had a turnover of £145.4m and made a small profit of £616k.

Magnet is also a major manufacturer of timber products, including doors and windows. The company also supplies external composite doors with steel, carbon fibre and PVCu 'skins' as well as standard hardwood and PVCu doors.  Joinery products are typically sold to the public and local builders through its stores, but direct to the larger housebuilders. 
The company has experienced mixed fortunes in recent years.  In 2003, turnover was £263.7m although much of the company’s sales are of kitchen, bedroom and home office furniture, with windows and doors taking a smaller share. Turnover was up from 2002, although below 2001 levels, when turnover was £299.6. Profit was £13.7m in 2003. The company is now part of Swedish kitchen group Nobia, which acquired Magnet in 2001.  

Premdor Crosby is owned by Canadian Premdor Inc and has 5 main sites in the UK. Products are supplied either through approved fabricators or builders merchants, and direct to major housebuilders, with key customers in the builders merchant sector including Jewson/Graham and C Brewer. Premdor Crosby supplies timber windows and timber and composite doors, including steel and GRP faced products. It also supplies panel systems.

Turnover in 2003 was £101.3, compared with £94.6 in 2002.  However, profit was down from £3.2m in 2002, to a loss of –£1m in 2003.  

Howarth Windows & Doors are a leading manufacturer of softwood windows and doors in a range of styles, and is part of the Howarth Timber Group.  It also supplies fiberglass composite doors and conservatories in a range of finishes. In 2004, the division had a turnover of £6.8m, which was at a similar level to 2003. Profit was up at £527k in 2004, compared with £200k in 2003. 

Dale Joinery went into administrative receivership in early 2004. It had a turnover of £29.2m in 2002.

Other manufacturers include Palgrave Brown, including Allan Brothers Joinery. Turnover to March 2004 was £58.2m although the majority of their sales are estimated to be coming from roof trusses.

Other smaller timber window and door manufacturers include; Swedish Window Company Ltd, Timber Windows Ltd, Whittaker & Co (Denholme) Ltd, C & M Joinery, Boyland Joinery, Ambass-adoor, Drayton Joinery, Clearview, Engels and a large number of other independent joinery companies.

Timber or Builders Merchants account for a major share of the market, typically supplying on to small builders/joiners and direct to some retail companies, though most Merchants also offer a comprehensive range of PVC-u windows. Timber merchant companies include Arnold Laver, Build Center – Timber (Wolseley), Alsford Timber and Howarth Timber. Timber windows and doors are also supplied directly to LAs/HAs and housebuilders.

Housebuilders were a major customer for timber windows, but this market has declined rapidly with most products now supplied by specialist PVC-u suppliers, such as Speedframe, rather than traditional merchants. Similarly, Local Authorities were also an important outlet for timber replacement doors and windows, however timber’s share has declined substantially here too due to the market growth of PVC-u and newer composite materials offering additional benefits of security, durability and low maintenance. 

However, in the last few years timber windows has had a resurgence, particularly in the local authority sector, due to its alleged environmental credentials, with the newbuild sector also optimistic. There are several high profile wood promotion campaigns running at the moment, which are partly based on promoting timber as a high performing material.  Initiatives include the British Woodworking Federation’s (BWF) timber window accreditation scheme (TWA), which is based on performance standards.
The chart below outlines approximate shares of distribution methods for timber products for replacement purposes, illustrating the strength of the builders merchants/joinery sector in terms of share, though all channels are experiencing declining volumes:

Chart 32: Distribution Of Timber Doors & Windows - By Volume 2004
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While the 3 largest suppliers have a dominant position in the door market, the replacement window market is highly fragmented with many small suppliers operating on a local basis.  These will often be supplying to both local builders and retail double-glazing companies, which makes it difficult to assess overall market shares.

6.2.4
Composites

Composite doors can be manufactured from a range of materials.  Essentially, the definition of a composite door is that it is made from more than one material.  They will generally have a core, for example of polyurethane foam, may have a bonded timber sub-layer, and the outer layer may be typically made of a thermoplastic material such as PVC-u or ABS, steel or GRP (glass reinforced plastic). 

The supply structure for composite doors is a made up of a combination of:

· Specialist suppliers often supplying direct to housebuilders, local authorities and housing associations;

· PVC-u systems companies offering composites in their range and supplying through local home improvement companies;

· Specialist plastics distributors – who supply jobbing builders and DIYers with a range of composite and PVC-u doors, possibly alongside made-to-order PVC-u windows. An example of such a company is Davies and Tate plc, which operates the Window Fitters Mate chain, as well as on-line door and window supplier ewindows.co.uk.

· Builders merchants and DIY stores, which now stock composite alternatives alongside traditional timber options.    

The majority of composites are still sold into the social housing and new build sectors, but private replacement share is growing. Companies have responded to this increase in demand by aiming particular product ranges at this market, for example the brand System X, by DP Plastics. 

It is estimated that there are well over 60 composite door/door panel companies in the UK, each offering a range of variations on the theme of composite doors and door panels.  In addition, there are an increasing number of general window and door companies that supply composite doors as a small part of their operations. This means that shares are very difficult to attribute to companies, especially in this young but developing market. In the last few years, some larger players have emerged in the composite market, primarily as a result of acquisition activity, though the majority of companies are still smaller operations. 

Some of the leading companies in this sector are included below:

	Table 33: Composite Door Market Supplier Shares – 2004

	Manufacturers
	Share %

	Epwin Group
	
	13-15

	
	
	

	Laird Group
	
	13-14

	
	
	

	Therma-tru
	
	12-13

	
	
	

	GBW Panels
	
	

	Rockdoor
	
	4 – 5

	Manse Masterdor (LB Plastics)
	
	

	IG Doors
	
	

	
	

	Others
	40 – 50

	Source: AMA Research





The above estimates for market share relate to share of the total market for composite doors, and not solely the replacement market. 

Epwin Group has through recent acquisitions developed into one of the leading manufacturers of external doors.  Within the Epwin Group there are a number of companies with strengths in composite doors, including Portal Products and Permadoor, and Epwin Group companies are estimated to have a market share of the total UK composite door market of up to 15%.

Portal Products is one of the UK’s leading manufacturers of door panels and composite doors. Set up in Cheltenham in 1991, the company now employs more than 90 people, and has supplied large companies such as Anglian Windows and Everest. In addition to selling in the UK, the company exports to other European countries including Spain, France and Ireland. Its composite door range is called Paladin, fibreglass or steel-faced composite doors, targeted specifically at the upper end of the home improvement market, with a woodgrain effect finish. 

Evergreen Door is primarily a manufacturer of steel and fibreglass door slabs to the fabricator market, and is also part of the Epwin group. The company typically provides routed-out door slabs to specification and provides them in kit form together with hardware, frames and glazing cassettes. As well as the UK, Evergreen also supplies the Irish market.
Also in the Epwin Group is Permadoor, who claim to be “the UK’s No1 manufacturer of composite doors”.  Permadoor was founded in 1987 and supplies thermoplastic composite doors to the social housing and new build sectors. 

HM Doors fabricates a range of steel, fibreglass and thermoplastic composite doors specialising in the housebuilding market but also sell into the social housing markets. The company is based in West Yorkshire and became part of the Epwin Group in 1997. Products are supplied either as complete door-sets or as single leaf. 
The Laird Group, a leading electronic and security systems group with operations across North America, Asia and Europe, now has a significant presence in the composite door market, as well as in door hardware markets. In recent years, they have made a number of significant acquisitions to this end, including Intron (Homesafe) in November 2003, Lindman Group in July 2004 and most recently, Home Doors (GB) and Houseproud in September 2004, both of which were part of the BHD Group. Apart from these, the Laird Group also supplies the Truegrain brand of composite doors.

Intron, which trades as Homesafe, is a well-established specialist manufacturer of thermoplastic composite doors. The company was established in 1992 and is based in Newent, Gloucestershire, employing 140 people. It focuses on the replacement market in the private and social sectors, and has grown substantially since its inception, turning over £12.1m in 2004.
Lindman is one of the longest established companies in the composite door sector, and one of the market leaders in all market sectors, including social housing, private housebuilders, trade supplies for refurbishment and new build, and consumer sales through direct retailing organisations. It offers a wide range of fibreglass skin doors for both the higher and lower ends of the market, and also supplies steel faced doors into the newbuild sector. Additional products include frames, cills, door furniture and locks.

In 2004, US company Therma-tru Doors acquired Sentinel to create one of the largest players in the UK composite door market, supplying fibreglass and steel faced entrance doors as well as French doors. Therma-tru is the most imported composite door brand used in the UK, with suppliers including Anglian Windows and Jeld-Wen, as well a number of large timber merchants.

Sentinel Doors was established in 1995 and is based in South Wales.  The company produces a large range of composite doors including exterior doors, shed doors and fire doors, supplying mainly to the social housing sector though a small proportion of sales is to the private new build and replacement sectors. Sentinel Doors has grown strongly in recent years and is now reported to have an annual turnover of more than £13m. 
GBW Doors. GBW is one of the market leaders in the door infill panel market. It also offers the Discovery range of composite doors with thermoplastic skins. GBW principally sells door leafs and complete sets into the fabricator sector at the upper end of the price spectrum for both the newbuild and social housing replacement markets. The company had a turnover of £8.3m in 2003.
Rockdoor is significantly smaller than the companies above in terms of sales, though it is a well-known brand of thermoplastic composite door. The key market for Rockdoor is the social housing sector, accounting for around 70% of business, although the brand is available in retail outlets across the country, including Double Glazing World.

IG Doors manufacture steel and GRP composite doors from two sites – Cwmbran in South Wales and Perth in Scotland. They supply composite doors, frames, decorative glazing, door furniture and locks to the newbuild and refurbishment markets in both the private and social sector. In 2003, the company reported a turnover of £4.5m.

Manse Masterdor supplies composite as well as timber doors primarily to the social housing sector. It is part of the Litchfield Group of companies, and had a £16.6m turnover in 2003.

DP Plastics Group offers two ranges of composite doors, one of which is supplied through Doortech, a company focusing on the social housing sector and trade suppliers. The other brand is System X, a thermoplastic composite door aimed at the refurbishment market, and is supplied through small fabricators and installation companies.  
Other companies specialising in composite doors include, County Doors, Securidor, Woodmod, Benchmark Doors etc.  Apart from GBW, many other door panels specialists have also diversified into the composite door market, some examples are below:  

Hurst Plastics are based in Hull and offer PVC-u panels and composite doors alongside GRP products, exporting its products to more than 35 countries in Europe, the Middle East and Australia. Hurst offers its Sterling range of PVCu 'skinned' composite doors, supplied principally as factory-finished, pre-hung door-sets. The company’s turnover has grown from around £10m in 2001 to more than £15m in 2003.
Hallmark Panels, also based in Hull, produces door panels, GRP mouldings and composite doors for both the private residential and social housing markets.  Hallmark produces its own brand of composite doors but has also produced the Warmdor brand composite door for direct sell company Warmseal. The company recently made a significant investment in new machinery and tooling for manufacture of GRP doors.

Others include Vista Panels and New World Developments and Door Panels, part of the fabrication division of the Heywood Williams group.
PVCu Systems companies are also becoming more active in this sector as demand grows for composite doors, with the largest joinery product manufacturers are also supplying composite doors.
Bowater Windows has launched James Harcourt, a new brand of PVC-u windows, doors and conservatories, which also offers a range of composite doors. 

WHS Halo brought its range of Portocomp composite doors, manufactured by Sentinel Doors, to the market in 2000. Although WHS Halo is a PVC-u systems company, the Portocomp range has GRP 'skins'.  Products are generally supplied either as complete sets or as single door leafs to WHS Halo approved fabricators.
Marshall Tufflex is perhaps the longest-established of the PVC-u systems companies in this sector, and manufactures its own range of composite entrance doors, covering both steel, fibreglass and acrylic faced doors.  

Eurocell Profiles and composite door manufacturer Benchmark Doors have recently developed and introduced an ABS 'skinned' woodgrain-effect composite door, which is usually supplied in component form to Eurocell’s fabricators to be fabricated according to client specification. 

6.3
Retail Distribution
This section focuses on distribution at the retail end of the market, primarily reviewing the double-glazing sector of the market.   

6.3.1
Retail Supply and Fit

The retail direct-sell market is generally divided into the national companies and the smaller, locally or regionally based companies of which there are perhaps 2,500 operating in the UK today, specialising in window replacement.

The chart below outlines our estimate of the market share taken by these two sectors:

Chart 34: UK Replacement Door & Window Retail Shares By Value 2004
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The share of the market taken by `national' companies obviously depends on the definition of the term `national'.  Our definition is based on turnover size and would include companies with retail sales typically over £20 million and operating at least on a large regional scale.   These companies are generally characterised by having their own unique door and window profiles rather than using a standard system from a PVC-u systems supplier. However, this is not exclusively the case as some major companies are using standard profiles available to other companies, but will typically have some unique aspects to the system or hardware.

Few companies actually operate on a fully national basis, but generally on a wider regional basis and include the following: Everest, Anglian, Staybrite/Zenith, Weatherseal, Safestyle and CR Smith. During 2004, Coldseal, previously one of the largest national installation companies, ceased trading.

The share taken by the ‘national’ companies has fluctuated to some degree but in overall terms has remained relatively consistent at around 25-30% for at least the last decade. The number of companies active in the retail sector continues to increase, although there is also a high rate of company failures. As a result of the market contracting in value terms in recent years, the strongest national companies have increased their market share.

The table below broadly outlines the market share of the leading suppliers and is based on value.  The figures should be regarded as guidelines only as most of the major installation companies include activities outside our market definition e.g. commercial, new build, conservatories, roofline etc, to a varying extent.

	Table 35: Retail Market Share - By Value 2004

	Manufacturers
	Share %

	Anglian
	9 - 11

	Bowater (Zenith, Staybrite, James Harcourt)
	5-6

	Safestyle
	3-4

	Everest
	2.5 – 3.5

	Weatherseal
	2-3

	Others
	73-76

	Total
	100

	Source: AMA Research/Trade Estimates



As indicated above, the balance between the major national companies and the share taken by smaller companies with annual turnover less than £20m has remained relatively steady over the last decade.  However, this disguises changes in share between the major companies over this period and the high degree of volatility among smaller suppliers. 

It is also emphasised that the above figures are based on retail or installed values, rather than the volume of windows fabricated, which would now include several large trade fabricators typically producing 100,000+ windows per annum, equivalent to an installed value of around £30 million.

Anglian Windows continue to retain UK market leadership with an estimated share of around 10%, having maintained a consistent share of the domestic replacement market over the last few years, with recent growth more focused on commercial, public sector and the new build sector. The company was set up in Norwich in 1966 in and has its own extrusion plant and glass plant. It also operates in the conservatories, roofline and kitchens markets. In 2004, reported turnover for Anglian Windows was £285.1m, up from £271.2m in 2003. Profit was £27.8m in 2004, slightly up on 2003 when profit was £27.2m. 

Part of The Bowater group, Zenith and Staybrite are both well-established national companies in the retail sector. Zenith is one of the longest established retail operations in the industry with sales estimated to be in region of £80 million in 2002. Bowater also introduced James Harcourt, as a national consumer brand in 2002.  

The Bowater Group is a leading player in all sectors of the market and manufactures over 200,000 windows and doors each year, employing 2,500 people. In 2003, sales for the Bowater Group were £179.1m, slightly up from 2002 when it had sales of £177.3m.  The company has made a substantial loss over the last two years, and in 2003 loss before tax was –£13.5m. In 2004, private equity group 3i acquired a majority stake in Bowater Building Group.

Safestyle UK dates back to 1992 and is part of Style Group UK plc. The company is a relative newcomer to the market and has grown rapidly, supported by broad ranging advertising, including television, radio, press and other printed advertising campaigns. In 2004, it is estimated to have installed in excess of £100 million worth of windows.  Safestyle has around 30 sales branches around the country, although Style Group also operates TradeStyle UK Ltd, which was set up in 2002 and supplies the trade, and Windowstyle UK, a fabrication company. Turnover for Safestyle UK in 2003 was £92.8m, an increase compared with 2002, when turnover was £74.6m. Profit in 2003 had nearly doubled to £3.7m from £1.5m in 2002.
Everest, formerly part of Caradon plc, has maintained a relatively stable market position in the domestic arena in recent years.  While Anglian have developed their position with showroom support, Everest have always maintained the direct approach with heavy advertising support for local representatives. The company still maintain a high profile image and is probably the most recognised retail 'brand' in the industry.  Everest also offer timber and aluminium windows and doors, as well as roofline products, conservatories, garage doors and security products, and it has also recently developed a commercial division. In 2003, Everest was subject to an MBO in which a management team acquired a 22% stake in the company from 3i.  Reported sales for Everest in 2003 were £70.1m and the profit was £4.4m.
Weatherseal have a lower national profile but grew strongly in the mid-late 1990s.  The company sells PVC-u windows, doors, conservatories and roofline products, and is part of the Bardox group, which also includes Supreme-o-Glaze. Weatherseal had a turnover of £28.8m in 2003 with a profit was £1.3m.
C R Smith, based in Dunfermline, is by far the leading retailer in Scotland, with a very high profile through advertising and sponsorship.  The company has been operating for over 30 years and is now Scotland’s largest home improvement company, employing nearly 1000 people. Turnover for CR Smith in 2003 was £21.7m with a profit of £29k, and this was on a similar level to 2002. 

Coldseal Ltd grew rapidly throughout the 1990’s, supported by heavy advertising. The company was owned by Heywood Williams Group until 2003, when it was acquired by the new Coldseal Group and merged with Bryco. However, Heywood Williams retained a minority shareholding in the new company.  In early 2004 its assets were transferred to the newly formed company Carthium Group, but in November 2004, this group, including Coldseal Ltd went into liquidation. Coldseal is estimated to have had a turnover of around £60m, but made substantial losses during its last three years of trading.

Most of the above companies are well-established in the retail sector or are supported by large groups.  However, the rest of the industry is characterised by a large network of small, independent companies operating at a local or small regional level.

It has been a long-established feature of the industry that many retail companies have grown successfully, typically up to around £3m annual turnover, without achieving further growth.  A key reason for the difficulty in expanding beyond this level is thought to be that the original entrepreneurial control has to be delegated into a more formal management structure and usually involves wider geographical diversification which, in some cases, has resulted in a loss of overall control of the business.  In addition, retail companies become more dependent on large sales teams which are often difficult to retain. 

Equally, under-capitalisation continues to be a feature of the retail market, leaving many small/medium-sized companies highly vulnerable to market swings and often they fail to survive a difficult trading period with their high overhead structures. The structure of the industry has always been volatile with a high turnover of retail companies.  

Most of the larger retail companies are owned by major groups which are capable of injecting both capital and management expertise to develop the company for the future.  Coldseal, Weatherseal and Safestyle are all examples of companies that have achieved rapid growth based on strong group support in the past.

The long-term gradual decline in share of the market taken by the national companies has now been reversed as market conditions have resulted in the failure of many smaller businesses.  The major companies have generally performed well in the difficult climate compared with many small/medium-sized retailers. It would also appear that the traditional price gap between small and larger companies has narrowed which perhaps encourages householders to select a more established company to install their windows. However, there are indications that during the last year or so things have become difficult for even the larger retailers as demand has leveled off and the market is in decline.

However, quality products and professional installation will ensure small, locally-based companies will retain a significant share of the market in the foreseeable future.  This, coupled with the relative ease of entry into the market, will also ensure that the industry not only remains fragmented but continues to have a relatively high turnover of companies.

Heavy promotion in trade magazines by trade fabricators such as Speedframe, Shepley, Sash, Swift Frame, Weathershield, John Fredericks, Corby and TradeStyle UK Ltd etc - all seeking volume to improve productivity and encourage low-volume fabricator/installers to cease own-fabrication - will inevitably lead to further rationalisation in the sector, particularly as total volume demand across all sectors levels out, as reviewed in AMA report, UK Door & Window Fabricators Market 2004.  

6.3.2
Builders Merchants

Builders Merchants primarily supply the new build and jobbing builders sector, where products are generally part of refurbishment projects. Product ranges are focused on doors and patio doors, although windows, including PVC-u windows, can also be sourced through builders merchants. Travis Perkins, for example, offer a wide range of timber and PVC-u door products, and a small range of windows, all sourced from Jeld-Wen. In addition, they sell Velux windows.
They have recently been under increasing pressure from DIY multiples such as B&Q and Wickes and as with the DIY Multiples sector, there has been significant rationalisation within the sector in recent years, with shares of the major players illustrated below: 

Chart 36: Merchants Market Shares 2003


Source: AMA Research/Trade Estimates 

The above chart has changed significantly since the end of 1997 with Jewson’s acquisition of Harcros and Graham, and Wolseley’s acquisition of Hall & Co.  These two operations each now have around 18% share of the Builders Merchants market and are clear leaders in the sector.  The process of consolidation has accelerated in recent years with a reduction in the number of large players, but with much larger market share for the leading organisations.  Travis Perkins are the third major player following their acquisitions of Keyline and Sharpe & Fisher and more recently City Plumbing Supplies and Commercial Ceiling Factors but, generally, the industry remains fragmented with a large number of regional and small, independent operations.

Indications suggest that this leading group of five national merchants are likely to have gained further share since 2003, due mainly to acquisitions and the development of specialist divisions. Travis Perkins, BSS and Grafton for example, have made large acquisitions during the year adding Jayhard, Tricom and Jacksons respectively to their portfolios, with further consolidation in 2004.

6.3.3
DIY Outlets

DIY outlets account for only a small share of the total market for replacement doors and windows and are not significant in terms of most double-glazed products, primarily due to the fact that DIY outlets only carry a limited number of products of standard sizes. In the recent past, low-cost timber doors and aluminium patio and entrance doors represented the key areas of demand for DIY outlets, although many DIY outlets are now stocking PVC-u products and composite doors, with less of a focus on aluminium products.

Continued consolidation in the DIY multiples market has led to a very concentrated market, with the top 3 key players accounting for 96% of total market share, compared to 89% in 2002.  
Chart 37: DIY Multiples Market Share 2004
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The chart illustrates that B&Q remains the largest DIY multiple in the UK with an estimated market share of 51%. Its rapid growth in market share is mostly due to the warehouse strategy but also to the major refit programme of the Supercentres.  The Group has also been helped by the lack of competitive response from any rival. 

In 2003, the Focus Wickes Group was marginally the second largest multiple in the UK, although its market share had declined slightly. However, in February 2005, Wickes was acquired by Travis Perkins, effectively placing the Wickes brand outside the UK DIY market. This has resulted in Homebase, which had seen its market share slip to around 20% in recent years, now taking second place in the market. However, B & Q and Wickes continue to have the strongest commitments to the glazing sector, as they focus more on trade customers, with Wickes a major supplier of standard size doors, patio doors and windows. 

6.3.4
Specialist Suppliers to DIY/Builders Merchants

The DIY/builders merchant sector is different from other sectors in that the focus is primarily on patio and entrance doors, rather than windows, with most sales focused on new housing, extensions and general refurbishment.  

Windows represent a very small share of this sector as these outlets are generally interested in standard sizes only, while the vast majority of the replacement window market is custom-sizes, which are less appropriate for this distribution channel. Some sales through these outlets are for DIY installations, but the majority of products are sold to builders or professional installers. As a result, DIY outlets and builders merchants are generally supplied by companies specialising in supply to this sector. 

Suppliers in the market traditionally fell into 2 categories - timber specialists and aluminium specialists.  However, in recent years, aluminium products have largely been replaced by PVC-u in these types of outlets. 

The timber specialists were John Carr (now owned by Jen-Weld) and Magnet, whose main activity is timber doors and windows supplied primarily into new build markets, but also has a range of PVC-u products.  While John Carr has its roots in timber specialism, the company now offers a broad range of materials for both windows and doors. 

The PVC-u and aluminium specialists included BHD and Ellbee who typically supplied standard size, fabricated doors in large volumes through the major DIY Multiples (primarily Wickes and B&Q) or direct to the housebuilders.  BHD, in particular, were major suppliers of conservatories, doors and windows through the DIY sector.

Until recently, BHD Group consisted of Portland Conservatories, Houseproud, BHD Building Products and BHD Flint, and offered windows, doors and conservatory panels to the newbuild and home improvement market. BHD companies had a combined turnover of around £70 million and traded from various sites in the Midlands and the North. However, in 2004 the group went into administrative receivership in Aug 2004 and the group was split up, with BHD Building products and Houseproud subsequently being bought by Laird Group.

Ellbee Ltd is owned by US company Euramax.and supplies aluminium and PVC-u windows and doors and aluminium shower screens etc. to the DIY market. Turnover was nearly £30m in 2003.

7.
FUTURE PROSPECTS

During 2005 – 2008 the market is expected to decline further by an estimated 2% each year, reflecting difficult economic climate, characterised by rising interest rates, slowing consumer spending and a cooling housing market.  However, market saturation remains the key limiting factor, with high ownership levels inevitably restricting the available market potential to sustain recent installation volumes and with future prospects increasingly dependent on the ‘second time replacement’ market as householders seek to upgrade low-specification products.  However, second time replacements are often deferrable and as a result, growth rates in this sector of the market are also likely to remain low until the economic climate becomes more favourable. 

Declining volumes may be offset to some extent by rising raw material costs and specification standards feeding through into higher installed prices, but competitive pressures throughout the supply chain means that the scope for price increases is very limited. The prospects for margin improvement are not optimistic throughout the supply chain.  

Factors that should have a positive impact include an improved product offering increasingly aimed at niche markets, and with a wider range of styles and colours available, with security and hardware product improvements continuing to also provide a driver for market growth. Current spending levels in the social housing sector are expected to be sustained, or possibly increased, in the short/medium term and this should also continue to benefit the market.  The replacement door market, whilst smaller than the replacement window market, is expected to be more buoyant during the next few years.  
It is likely that further restructuring among suppliers and installers will take place during the forecast period, as a result of increased competitive pressures at all levels of the market, with increased acquisition activity and some companies potentially going out of business due to heightened pressure on margins.

For window fabricators and installers, the best opportunities for the future are likely to come from expanding their range of products to include other related building products, for example conservatories, cladding, fascias and roofline products, and many companies have already done so. Window and door hardware is another growth area and there is a range of additional products currently offered by installation companies including security alarms and garage doors etc., which illustrate the trend towards further diversification in the sector to offset the decline in core markets.  
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