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Research Update:

Places for People Group 'A' Long-Term Rating
Affirmed; Outlook Stable

Rationale

On Dec. 22, 2008, Standard & Poor's Ratings Services affirmed its 'A
long-termissuer credit rating on U K -based housing association Places for
People Group (PfP; the G oup). The outl ook remains stable.

The affirmation reflects our opinion that the group is a well-nmanaged
busi ness with a national presence, has an appropriate |evel of available
liquidity, and has a significant property asset base agai nst which further
funds could be raised. The rating also reflects flexibility to nmove properties
for sale into rent and the benefits fromthe system of social housing
regul ati on and governnment support, as the mpjority of its business operations
are regul ated at present. However, neither the U K government nor the
regul ator provides any direct guarantee to the obligations of housing
associ ati ons.

These strengths are offset by the Group's exposure to property sal es and
shared ownership revenue in a falling housing market, resulting in a
significant weakening of interest coverage in the short term Debt-service
coverage ratios are | ow conpared with other rated peers, and extrenely |ow for
an ' A/ Stable' rating when property sales income is stripped out of the ratio.

PfP has significantly restructured its devel opment plan and will reassess
any future devel opment unless it has already commtted to supply new units.
Thi s shoul d reduce pressure on funding needs and ultinately on the cash
i nterest coverage as | ess debt is being drawn. Further, as both a devel oper
and property manager, PfP has the scope to transfer properties for sale into
rent quickly. Due to recent changes in the U K property nmarket, PfP has had
to nove back to a majority social rental business nodel, with 80% of turnover
fromaffordable rent (up from58%in 2007). There are, however, cash flow
inmplications as PfP follows this course of action. PfP's current |evels of
cash and committed available liquidity provide sone flexibility to weather the
current stormin the mediumterm but the current | ow debt service ratios
constrain the rating at its existing |evel.

PfP's decision to build up a land tradi ng capacity adds anot her di nension
of risk in the current environnent. Wile the outlay which now represents a
sunk cost will be l[inmted to approximately £300 million, this investnment is
expected to help PfP control the devel opment of nore m xed-tenure conmmunities
in the future

Liquidity

PfP currently has approximately £11 nmillion avail able cash and short-term

i nvestments. Further conmitted facilities of approximately £160 million are
avai | abl e, and further net proceeds of the proposed tap on Places for People
Hormes 2043 bond is available, providing added flexibility.
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Outlook

The stable outl ook reflects our opinion that, while the recent downturn in the
U K. property nmarket has had negative inplications on PfP' s creditworthiness,
PfP's orderly retrenchment of its previous devel opnment anbitions has reduced
this negative inmpact in the mediumterm PfP has sufficient liquidity, and,
given the current risk-averse nature of investors, this liquidity provides
confort in the short term The rating could be raised foll owing a consi stent

i mprovenent in operating revenues and debt-coverage ratios while naintaining
current levels of flexibility. Conversely, the ratings could be lowered if the
| ow coverage ratios were to be naintai ned or decline further.
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Ratings information is available to subscribers of RatingsDirect, the

real -ti ne Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at ww.ratingsdirect.com It can also be found on Standard &
Poor's public Wb site at www. st andardandpoors. com sel ect your preferred
country or region, then Ratings in the left navigation bar, followed by Credit
Rati ngs Search. Alternatively, call one of the follow ng Standard & Poor's
nunbers: Cient Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow (7) 495-783-4017.
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