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Introduction

This report was commissioned by thecal Government Association. Its purpose is to
providelocal authorities with advice and guidance on how to best understand the various
complexities within their local housing markets in order to inform their decision making.

Local authorities have a range of duties and wider interests in ensuring the mestiesf
functioning of their local housing markets. They want to ensure affordable, appropriate,
good quality housing for everyone in the community within successful and sustainable
places. Therefore, a better understanding of their local housiagketswill empower local
authorities to make decisions best suited to maximise positive added value in local markets.

This is especially timely as more local authorities are: developing insenedirectly

delivering new homes alone or in partnership, embeddingsing as part of wider

strategies for the health and wdbleing of individuals and places; building relationships with
the reshaped Homes Englandthe Greater London AuthorityGLA, and; taking forward

new planning responsibilities within the new NRR#itded by the locally assessed housing
need numbers.

Multiple Housing Issues

There is growing public and political recognition that there is a crisis in housing but there
has been little consensus around what constitutes the current housing crisis antbho
solve it.The national housing debate can be ov@mplified and regularly fails to recognise
that housing is a complex and interconnected system within the economy and society.

There is no simple single housing market. Instead there are multipleetsadefined by
location, property type, tenure, and price. The housing need and demand within these
markets is perhaps even more varied, driven by demographics, income, wealth, health,
employment, migration, education, family and personal relationshgpssumer confidence,
and an array of preferences.

Given this complexity, it is clear there is no simple single housing crisis. There are multiple
overlapping issues that affect different parts of the country and different types of people in
different ways ad to varying degrees. There may be factors that influence all housing
markets across the UK, indeed across much of the globe. There will, however, be others that
impact more locally and within specific housing sectors. It appears there are several

different and sometimes overlappingsueghat meanhousingis unaffordable, unavailable,
andunsuitablefor everyonethat needs it.
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Report Guide and Summary

This section providesguide tousing this report angummary of the issuesithin it.

The report is split into three mainsections each onecontaining an introductioro
measuringhe issues and the issues themselves. The three sections are

1. Affordability of Housing 2. Availability of Housing 3. Suitability of Housing

Eachof the three mainsectiors starts with a introduction tomeasuingthe issuedalling
within the section The introductions provide links and guidance to uginblicly available
datato measure these issue$heyalsohighlightsome of the common errors and
misinterpretationsfound when using these data sources. As such theseductionsto
MeasuringAffordability, MeasuringAvailabilityand MeasuringQuitability may beof most
interestto those who deal directly with data argfoduce analysiddowever, other readers
may still findthem useful in furthering their understanding of hougin

The three main sectiorthen provide summaries af5issues facing housiragross England.
These are:

High House Prices High Cost of Housing LowIncome Renters
Financialisation Falling HomeOwnership Social Mobility
Weak Economic Demand Lack of New Supply Market Turnover
Distribution Homelessness WeakDemographic Deman
Housing Quality Ageing Population Climate Change

Thereare other housingissuesbut we considerthesethe mostsignificantat this time Some
of the identifiedissues are unique while others are interconnected weilth other.Some of
the issues wilbe recognisable across the country while othetl only be recognisable in
certainareas.The exact mix diousingissues will vary acrosyerylocal authoritywith each
one facing its own unigqueet ofchallengesHowever, while the exact mix will vary, there
will inevitablybe other local authoritie$acingsomeof the samechallengesit is hopel that
thisreport and its supportindg.ocal Authority Reportsanhelp diagnoseand begin to
explain some ofhe issues contributing to the housimfpallenges iryour local area.

You as the local authority are best placed to know yoaal circumstances. Therefore,
rather thanseeking to diagnose the challenges from affais report is intended to help
guide youin determiningthe issues anathallengegacingyour local areaTo aid thiswe
haveprovideda tableoverleafcontaining some of the most commdmusing related
symptomsfound across EnglandlVe have then identifiesvhich of the fifteen issues
discussed in this repothat theyare most likely linkedo. It is quite likely that you may
recognise more than one systom within your local authorityGiven the ease of
misdiagnosiswe have also highlightegituations wherehis might occurThe reportalso
highlighs symptoms wherdimited dataprevents accurate identificatigthesemayrequire
youto go outto colled dataandaskquestionsabout your own market

Oncediagnosis is complete, it will be necessary to iderthfy action required. While this
beyond the scope of this reporspme suggestions may be found within.

4 Understanding Local Housing Markets: Advice @ndlance for Local Authorities


http://resi-analysts.com/reports/lga-reports/

Symptom Diagnosis

Stretched House
Price Affordability

High house priceare commonly attributed to éack of supplyThis
may be the case in sonaeasbut the financialsation of housing
and changes in mortgage lending conditions hphagredbigger
rolesin driving up national house prices. Other issues including t
distribution of housin@ndsocial mobilitynayalsoplay a role

Falling Home
Ownership

Home-ownershipis fallingpartly thanksto high house pricebut
more so due tanortgage lending conditionsincethe credit crunch
Alack of supplynayconstran household formatiorbut is unlikely
to have significantlympacted onhome-ownership. Théigh costof
renting, particularly folower income householdss a barrier for
manytrying to save a deposiFor others, it is lack ofeconomic
opportunity. Falling homeownership hasegatively affectedocial
mobility and, in combination with angeing populatiophas
loweredhousing market turnover

Stretched Rental
Affordability

Thehigh cost of housingan bedifficult to diagnose given the lack
of private rental dataA lack ofnew supplymay be responsibla
many of themost stretched marketsvhere Hgh rents make it
difficult for many to save a deposit and accessne-ownership
However stretched rental affordability ian issue across all areas
with external factors inltding mortgage lending criterignvestor
behaviour and @vernment policyall impactingon low income
rentersand potentiallyleading tonomelessnesd. (1 Qa y 2 (
cost of lousing that needs to be considered but also thelity of
housingbeing purchasedMany renters consume lespaceor
poorer quality housing than wouldtherwisebe desired.

Low Market
Turnover

Thelow turnover of existing housing stoika big barrier to a
functioning housing market. fiartly reflectshigh house priceand
falling homeownershipbut is also linkd to mortgage lending
conditions weak economic deman@ndthe ageing population
Some markets have been negatively affected bydlaangesn
recent yearswvhile others have seen activity rise. A low turnover
marketrisks negativeonsequencefor first-time buyers that rush
into home-ownershipand may preventhe optimal distribution of
housingwhile limitingsocialand economicmobility.

Rising Household
Sizes

Household sizes have beermast or rising in recent yeaes more
young adults live with theiparents or in ovecrowded private
rental housing A lack of new supplis partly responsible along with
high house pricebut in some areas ihaybe due to local
preferencesBuildng more homes is the simple solution but the
unequaldistribution of housingaises some questioresnew
supply could be purchased as secdmames or even left empty in
extreme cases. Nehwomesmustmatch the needs and affordability
of those who require them.
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Local Authority Reports

Thismainreport is accompanied by an individual Understaning Loca Housing rkets Eoggbin
report andtwo maps for eerylocal authority in -
EnglandThe reportsand mapsfor each local North Kesteven

authority areacan bedownloadedviathe
Residential Analystsvebsite.

Thelocal authorityreports provide a summary of
publicly available datéor the local authorityin
guestionalong withsome nationatomparisons. Té
analysis highlights some of the challenges faced b
that local authorityin the context of thehousing
issues covereh this main report. As such, thasain
report should be used as a guidehelp understand
the dataand analysi# the localreport.

Thelocal authority reports araccompanied by two
maps The first map shows house prices across the -5
local authority at a lower super output area ' Residential
geography while the second map shows transactici Analysts
by type of property at dull postcode level.

Theprimarypurpose of these two maps is to highlight how housing markets and the issues
they face can vargot just across different local authorities but also within each one.

The local house price magghlights how median house prices vary acrosslttal
authority. For example, loie areas on the map hav®useprices below the local authority
median while red areas hav®useprices of twetimesor morethe local authority median.
The map also provides a summary of R Shouse price indesince 2007, mediahouse
prices by property type, and the relative share of transactions by property(tygechart)

Figurel ¢ Local House Prices
Source: BuiltPlace for Residential Analysts

Bath and NE Somerset

Median House Price, 2018

200 INDEX 2018

Semi-detached Detached
£316,995 £440,000

Terraced
£298,088 £261,000

COMPARISON WITH LOCAL AUTHORITY MEDIAN PRICE - - -

_ F60200% " 101t0125%  125t0150% | 15110175% SEMI DET  TERR  FLAT

This graphic shows the value and type of residential properties sold in Bath and NE Somerset in 2018, The median house price in 2018 was £325,000,
compared to £230,000 in 2007 {(not inflation-adjusted). There were a total of 3,456 properties sold during 2018: 21.7% were semi-detached, 21.1%
detached, 29.2% terraced, and 21.3% flats. The total value of these transactions was €£1.62 billion. The map above shows how house prices in small
areas (LSOAs) compare 10 the median value for the area.
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The local transaction map showsetlocation ofresidentialtransactions during 2018 by
postcode and property type. It also provides a summary of the ONS house price index since
2007, median prices by property type, and the relative share of transactions by property
type (bar chart) Thelocal transaction map provides a guide to the geography of the local

I dz( K2 NR& (0 @ Q& aKcardedderyi@theBirnNdgtuih example below. The city

centre is highlighted by large numbers of fl@sllow)surrounded by terraced propertn

green and smi-detached in blue. A concentration of detached properties (red) can be seen
in the north of the local authority.

Figure2 ¢ Local Transactions, Birmingham
Source: BuiltPlace for Residential Analysts

Birmingham

£170,275

Median House Price, 2018

2007 INDEX 2018

Semi-detached Detached

£187,000 £350,000

Terraced

£150,000 £149,950

e SEMI DET TERR FLAT

This map shows the location and type of all residential properties sold in Birmingham in 2018. The median house
price in 2018 was £170,275, compared to £137,500 in 2007 (not inflation-adjusted). There were a total of 15,403
properties sold during 2018: 28.8% semi-detached, 8.8% detached, 32.9% terraced, and 23.9% flats. The total
value of these transactions was £4.20 billion.

Ideally, thetwo maps shoulde usedn tandem For examplethe house price map shows
prices bylower super output aredut tells usnothing about the type of property selling or
how many sales there have been. An extreme example of this can be sdartlgpool as
per Figure3. Thehouseprice map highlights a larged areawith housepricesof two-times
or more the local authority mediarto the westof the district However, thdransaction map
shows this area is lower densityith fewer sales of typically detached homéa&$erefore,
higher priceon the price mapmayreflect differences irthe stock of property selling

Figure3 ¢ Local House Prices aifdansactions, Hartlepool
Source: BuiltPlace for Residential Analysts

COMPARISON WITH LOCAL AUTHORITY MEDIAN PRICE

R 7 H00% N 10110125%  12510150% | 151t0175%
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1. Affordability of Housing

Housingaffordability isan issue because it s¢retched for many people this country
National fouse prices are near record highs relative to earniffiggure4) andrentsin many
London boroughs are over 50%lotalearnings Themost popular explanation for this
stretched affordability is a lack of new supply. But there are several different ways of
measuring affordability anthis suggestthere areseveral different affordabiliypased
challengesffecting local markets to vairyg degrees across the country.

Figured ¢ House Price to Earnings Ratio, UK
Source: ONS Average Weekly Earnings and ONS House Price
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For example, the higprice of houseqandflats)tends to reflect the cost and availability of
credit rather than a lack of new supplystead, a high and rising cost of housing (rents) is a
much better indicator for a lack of new supply.

Meanwhile, nortgage repaymergare well within historiaffordable leveldor most owner
occupiers, even recent firdime buyers. Fomany renters the barrier to homewnership is
saving up a big enough depoditis deposit barrier means accesshome-ownershipfor
many renterss dictated by how much wealttheir parents or grandparents can give them
Thissuggest a growingissue withsocial mobility. Meanwhile, fasthers, a bigger barrietio
home-ownershipisthe lack of secure and weahlaid employment opportunitiesTheissueis
economic rather than puilg housing related.

This section of the report will look at the different ways of measuring housing affordability
and what they tell us about local housioballenges.
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1.1. Measuring Affordability

This section provideslarief look at the various ways of maasg affordability

1.1.1. Measuring House Prices

There are several different house price measuvat different methodologies and
covering different parts of the market. TH&OV.UKvebsiteprovides a summary of the five
main indicesThe national house price indices are useful indicators of macro trends but
there can be significant variation across regions lodlauthorities.

TheONS UK House Price Inde)K HPI) is the onigdexthat provides publicly available
data atgeographies below regional levelSL Acadatand Hometrackalsopublishsub
regionalindices but the data are not freely available to download.

The UK HPI is based severaldata sources, one of which is the Land Regjstige paid
data. Thisdata contins individual property details amearlyall residental transactions
across England antalessince 1995The price paid dataan bematchedto other address
level data such asnergy Performance Céitatesto create house price pesguare metre
data(for example as in thisiteractive may). The ONS have matched house price data to
Council Tax valuation lists from the Valuation Office Agency (VOA) te gnee per square
metre and price per bedroom datér(k).

1.1.2. Measuring House Price to Earnings Ratios

House price to earnings (or income) ratios are perhzl:igureS CPrice to Earnings Ratio
the most popular way of demonstrating the stretches,;ce- ons Uk HPI ASHE
affordability of housing (e.drigure4) and are regular!

used to highlight an affordability crisis. They are als 2018
important component in the standard method of
calculating housing need, using the Old$os.

Unfortunately, these ratios can be simplistic and
misunderstood due to the limitations of what and hc **"
they are measured. They have no regarddbanges it

interest rates and do not distinguish between the cc ' d
of buying and the cost of owning. #‘)’,kﬂg}‘:
4 ff %ﬁ’%{i&umm’v
Additionally, the comparison of a single house price v’f’ Y1
. " : . . el
a single earnings figure ignores issues such as the “« " o ﬁ'

Contains OS data © Crown copyright and database right 2019

of the local rental market, any sedimployed earners, ¢ y.smie: o opensirectviap contributors
and the shift to multiple earner households.

It is also important to avoidssuming that the lowest ratio markets do not have constrained
house priceaffordability. Even the lowest priced areas have seen large increase in their ratio
over the last twenty years angcent workby Geoff Meen showed that 30% i@nters in

the North East could not afford a property at the lowesiuseprice decile.
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1.1.3. Measuring the Cost of Owning

House price to earnings ratios may be near record highshautost of servicing mortgage

is well within historically affordable levelBigure6). UKFinance datshows he median

new first-time buyer iscurrently spending around 17% of their gross income on mortgage
repayments.This reflects record low mortgage rates, longer mortgage terms, and a shift to
higher income buyersséebox-out). Unfortunately, local leveimeasures o&ctualmortgage
FFF2NREFOAT AGE | dBugh®stimdtddzoah BeOdeled | G A€ | 60t S
Figure6 ¢ FirstTime Buyeinitial Mortgage Costs as % of Gross Incoiegland

Source: UK Finance
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1.1.4. Measuring the Cost of Buying

For many prospective firdgtme buyers, the cost of buying is the biggest barrier to heme
ownership. High house prices relative to incomes and the withdrawal of highetdean

value mortgages during the credit crunate a largebarrier. While theavailability ofhigher
loanto-value mortgages has increased in recent yearsthaot costhasfallen, UK Finance

and ONSdata showthe typical deposit required to become a fhtatne buyer is still

substantial Local level estimates for the deposit barrier and need for housing equity can be
inferred from house price to earnings ratioklowever, it is very difficutb directly measure

the access teavingstepositsfor prospective firstime buyersat alocallevel

Figure7 ¢ FirstTime Buyer Deposits as % of Income
Sourcecalculated usingK Financenedians

150%

o = North West England = | ondon

§ 125%

Qo

£

» 100%

[%2])

o

o 75%

w—

o

o\°50%\

©

25 = R

0%

< © 0 O N ¥ © 0 O N ¥ © 0 O N ¥ © 00 O N ¥ ©O© o
I~ I I 00 00 0 0 W O O O O O O O O O O « oI «d «d
D O O O O O O O O O O 0O O O O O O O O O o o o
U T B B BRI B IR 5 S . D D o A o o U B o\ B o N AN o VAN o VAN o VAN A VN o

10 Understanding Local Housing Markets: Advice Gaalance for Local Authorities
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Beyond Averages and  Aggregates: First -Time Buyer Incomes

Firsttime buyers have always tended to have higher incomes than aveidgechart
below showshow 64% ofrecentfirst-time buyersarein the top 40% ofthe income
distribution. Meanwhile, amly 13%are inthe bottom 40% of incomes. This suggests tha
calculations using simple average earnings and inconmagver-state theaffordability
constraintsfor those managing to buy and undstate affordabilityconstraintsfor those
unable tobuy.

Figure8 ¢ Income Distribution of Recent Fi¥$tme Buyers

45% m 1995-96 m 2005-06 m2015-16 2017-18
40%
35%

30%
25%
20%
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10%
5%
_— -
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(lowest income) (highest income)

% of recent firstime buyers

Gross income

This issue can be seen in the comparison of two sources fotifirastbuyer mortgage
repayment affordability in Londori-{gure9). TheNationwide datas based on the mean
sole earnings of a futime worker and shows the stretched repaynteifordability they
would beexperiencingf they could buyalone with a 90% loato-value(LTV)mortgage
However, agJK Finance datshows, the repayma affordability for actual firstime
buyers in London is well within affordable levels based on tineich higher than averag
joint gross household incom8uying with a partner or others has become more
important with 60% ohew mortgagesiow based on joint income# 90% LTV mortgage
would probablybe unavailable for most London buyers due to the soft cap on mortge
with loanto-income ratios above 4.6NS publishednalysisn 2018 comparing the
affordability of potential firsttime buyers to actual ones across local authorities.

Figure9 ¢ FirstTime Buyer Initial Mortgage Repayments, London
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1.1.5. Measuring the Cost of Renting

Over onethird of households now live in the rentesctorbut limited publiclyavailabé
rental datais a bigchallenge, particularly for the private rented sectoh&mpersour
ability to measuréhow muchrenting householdsictuallypay and their affordability at a
local level.

In the private rented sectorhie VOApublishes useful summaries of local market rents by
number of bedroomsnd quartile. These can also be supplemented with data from property
listings sites as theap between asking and achieveghtsis less of an issue thdar house

prices though some agents may manipulate the listings giving a false impression of turnover.

Unfortunately, the VOA dateamot bereliablycompared across time due to changesha
mix of propertiesmeasured For national and regional geographigse ONS indeyprovides
a useful timeseries for the stock ofrprate rents paid This is different to most other

publishedrentalindices that measure the flow of new rents agreed (elgmelLetand LS.

The ONS indeshows that nationaprivate rents have risen broadly in line with earnings
(Figurel0), suggesting private rental affordability has not worsened in recent y&ars.is
looked at in more detail in Sectidn3. Unfortunately,the lack of sukregional indicesneans
there is no easy way tmeasure rental growth at a local authority levle can assess
affordability at fixed points in timdy comparinghe VOA datdo ONSearnings data
However,doing so raises some of the same issag&hen comparing average house prices
to averag earnings.

FigurelO ¢ PrivateRents and Earnings, England
SourceMHCLG, ONS
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Thereare more datasourcesavailablefor Local Authority and Registered Provider rents
including averageBom MHCL GHowever, these are not adjusted for differences in
properties over timeandany change in affordable rents may refldwusingpolicy rathe
than underlying needror example the recent declinéis average rentsnay reflect the
obligation on social landlords to reduce rents by 1% per year from April 2016.
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1.1.6. Measuring the Long -Term Costs of Housing

Homeownershiphas consistently been the preferred housing tenure for most people in this
country.Owning your own homéas typicallyprovided stability, a hedge against rising

housing costs in the future, aralsuccessful financial investmertowever the current

ecoromic conditions suggest th#étosestretching themselveg 2 W3SiG 2y GKS K2 dz
mayfaceunwelcomeside-effectsin the future

The housing ladder wascammonfeature of the UK housing market of the last fifty years.
Unfortunately, it appears theconomic conditions that enabled it are unlikely to return

(high inflation of the 1970s/80s and falling borrowing costs in the 1990s/00s). Households
are finding it harder to move to a new hee thanks to high house pricefaw income

growth, and limited cpacity to borrow more. Stamp duty and other transaction costs are
also a constraint but the single biggest one is the lack of sustained income growth.

Meanwhile, to afford current house prices and pass affordability sttests, firsttime
buyers now havdéonger mortgage terms (66% have a term lontpem 25 yearsand new
borrowers appear more likely to have a mortgage post retireme&rgyrell).

Figurell ¢ Borrower Aged Over 65 At End of Mortgage
SourceFCA Sector Views, January 2019
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All these factors suggest that any household stretching themselves to buy a home that
meets their current needs but may not meet future or{esy.more space due ta growing
family) couldfind themselves trapped and unable to move. This could be particularly risky
for households using financial products beyond just a simple mortgage as thosahere
they have to share in capital growth alod pay rent on secondary borrowing.

Meanwhile, there are a growing number ofgue who may bestucklivingin the private
rented sector into retirement. Without the ability to limit any future rises in housing costs,
these people may find retirement a jedifferent proposition than for those living in a
home they own outright.

Measuring the longerm cost of housing is clearly difficult if not impossible. Much of our
understanding and expectations of housing are based on our historic experiences. However
the future could be very different and is unknowable. Therefore, we need to plan carefully
to avoid any unwelcome sideffectsin the event the future is not like the past
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1.2. High House Prices

High house priceare perhaps the most recognised and easiesidentify of all the housing
challengegiven the availability of house price data (Sectloh.1). Theaffordability
problems creatd by high house pricemre alsowell known, includngthe needfor large
deposisand the resultant barriers to homewnership.However, there is much more
debate about why house prices are high and how to feqath

The most popular explanation and the onaderpinningcentral Governmenpolicyis that

the long-runningunder-supply of new homes is at faulivhile alack of new supply may
contribute to rising housingrices,a lack of supply iypicallyseen inthe rising cost of
housing It isthese two uses of a home that can create confusion: house prices reflect the
value of a home as an asset while housing cradtsct its use as somewhere to live.

An asset can be priced by capitalising its income with a discountFata.home, the
incomeisreflected bythe housing cost (see next section) while the discount rate reflects
mortgage rates and alternative investment returns. Under this modatk d supply would
typicallybe seen in rising housing costs which would then push up house pi&ces
capitalisation

Instead, if housing costs are fixed, the other way for house prices to rise is changes in the
discount rate Figurel2 compares aimplemodel of house pricet® actual ones. The model
isbased on average earnings as a proxy for housing costs and prevailing mortgage rates
the discount rateThemodel suggestthat fallingmortgagerateshave had the biggest

impact onhousepricesover the last hree decadesthough thelate 1980s and early 2000s
boomsclearly require further explanation

Figurel2 ¢ House Priceg Actual andModelled, UK
SourceONS, UK Finance (model uses average wage, average mortgagetrateMIRAS, repayments:30%, dridv/:70%)
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As the local level analysiows, high house prices areseriousissue across the country.
However, it isdangerousto simplyassig the challengeof high house prices to a lack of
supply, low interest ratesor some other causeithout assessing other measures such as the
cost of housin@nd demographics

HIGH HOUSE PRICE SUMMARf house prices are a venseful measure of housing
market stress, but local authorities should avoid interpreting them sisnply reflecting a
lack of new build supply osomeother singular issue.
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1.3. High Cost of Housing

High house prices may getore newspapeheadlines but the hilg cost ofhousing (ents)is

the more pressing issue, especially for those struggimgnableto buy.AsFigurel3shows,
there is a cleadifferencein average housing costs acrdssures. For most owner

occupiers, including recent firsime buyers, the cost of owning their own home is well

within affordable levelslespite high house pricdsee sectiorl.1.3. However,as the chart
shows,households in the rented sectors spend a much larger proportion of their income on
housing, even once housing benefit is factored in.

Figurel3 ¢ Housing Costs as % of Household Income Including Housing Benefit, England
Source: English Housing Survey
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The high cost of housing for renters creates multiple problems and is directly linked to other
housingissuesincluding oveicrowding,tenure insecurity, and poeguality housinglt also
accentuates the issuegith high house prices by constrainingntera &bility to save for a
deposit and become homewners.

Tackling the high cost of housing should be a priority but the lack of data makes it difficult to
assess how much of a problem it is and where it is located, particularly in the private rented
sector. As Section 1.1.5 showed, it is possible to make simsgkssments of rental

affordability across local authority &iked points in timeby comparing rents to average
earnings. However, this is too blunt to accurately assess how issues like Local Housing
Allowance and changes to housing benefit impact oredbffit household types.

Unfortunately, it isnearly impossible taccuratelytrack the change in rental costs over time
below regional levelTracking changes mental affordability over time is important because

a high cost of housing does not necessarily indicate a lack of supply. A lack of supply would
normally be associated with a rising cost of housing. However, as Figure 9 showed, rents
across England have risenlime with earnings in recent year€ombined withthe above

chartit appearsnationalhousing costare high buthave beerstable in recent years.
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The stability of housing costs at a national lewalypossiblysuggesthere isno national
lack of supplyHowever, the lack of lcaldata trackingents andhousing costs over time
makes it more difficult to definitively assess whether therg islJ & ok 6f Supplin local
housing marketsFor exampleasFigurel4 shows,the ONS private rent index suggests
rental growth has been relatively low across masglishregionsover the last decade with
the exception oL.ondon at least until 2017.

Figurel4d ¢ Annual Change in Private Rents
Source: ONS Private Rent Index
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HIGH HOUSING COSTS SUMMAR)jY:: housng costs are aignificantissue for renters ir

many markets but the lack of data will make it difficult for local authoes to accurately

assess the pressures in their local market. Ideally local authorities would be able t
measure the change in housing costs over time.
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1.4. Low -Income Renters

Housing benefiplays an important role in enablingw-incomerentersto afford their rent.
For example, th&nglish Housing Survskiowsthe averagesocialrentedK 2 dzA SK2 f RQ &
housingcostswere reduced from 37% to 2886their income byhousing benefit.

The total number of housing benefit claimarhtas fallen in recent yeargigurel5) and
government expendituren housing benefihas alsdallen. Despite these fallghere are
stillmany local markets where housing beneldaimantsmake up a large proportionfahe
private rented sectofeaving them exposed tchangedenefits. Thesechanges incluethe
householdbenefit cap and a freeze to Local Housing Allowance (WHighare causing
issues for many lovncome households, particularly in tipgivate rented sectarGiven the
wider affordability picture, it is likely the fall in housing benefit claimants results from
reduced welfarespendingrather than reducing demand.

Figurel5 ¢ Housing Benefit Claimants by Tenure

SourceDWP
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LHA was originally intended to leguivalent to the 3% percentileof private rents across
the Broad Rental Market Area (BRM#\) a given property typeHowever, he freeze in LHA
since 201@asresulteda growing gap betweehHA and 30 percentile rentsFigurel6
showsthat LHAonly covers95%or moreof rent injust 31 of 152 of BRMAét also shows
the gap is bigger in BRMAs with higher rents. Househuolast make up the difference from
other income, includingther benefits. However, this is made more diffictdt those
subject to the cap in total household benetfitis also important to consider the impaah
different household types including single parents and young people.

Figurel6 ¢ Local Housing Allowance as % of B&rcentileRentby BRMAand Weekly Rent
SourceCalculated usinyOAdata for 2 bed propertie2018
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LOW INCOME RENTERBUMARYLocal authorities need to be aware of hovhanges tc
housing benefit(cap, LHA freeze et@re affectingdifferent groups of renters.
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1.5. Financialisation  of Housing

The fall in global interest ratesasplayed an importantole in the substantial risef UK

house prices over the last thirty yeaiihe fall in interest ratesvasseen inmostdeveloped
economies across the world but not sdiw a similar rise in house prices. There are
numerous reasons for this including the responsivenesgewafsupply but the links between
the| Y @canomylenders andhousingmarketmakeUKhouse pricevery susceptible to

anychanges in macreconomic coditions, banking regulation, and housing policy.

All the postwar housingbooms and bustéeatured a combination of these factors buret

late 1990sgarly 2000have had a lasting impadt § Q& Y 2 NB

t hdrtghged

lending conditions followed rather than led house price ridegng the boomd dzi
that the massive increase in the volume of lendjRmgyurel?7) along withrelaxedlending

criteria (higher loanto-income and loario-value ratios, income setfertification, interest
only, and sukprime lendingamongst other¥ contributed to rising house prices.

Figurel7 ¢ Gross andNet lendingSecured on Dwelling&JK

Source: Bank of England
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available mortgage del#nabledmore people to move homebuy second homes, and buy
investment propertiesMany did so under the assumption that house prices would continue
to risein the future and saw significant benefits whpncesdid. Housingwas increasingly

viewed by many as a financial asset rather than just a home.

The financialisation ofiousing mayhavebenefited mosthome-owners but there are many
others who have been negatively impacted by it. For example, ineth in landlords and

the private rented sector was enabled by the introduction of the assured shorthold tenancy
and the buyto-let mortgagelending market. Prospective firitne buyerssoonfound

themselves competing with arfeeingoutbid by investors.
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Firsttime buyers are no longer being outbid by investttranks toa combination of tax
changes and the greater availability of higher ldarvalue mortgagesThishas seerfirst-

time buyerstake theplaceof investorsin most markets outside LondoAsFigurel8shows,

it appears the rise in private rented households has levelled out in the last couple of years

odzi AGQa aildAftf AYLRNIFIYyG G2 dzyRSNEGEFYR K2g

Figurel8 ¢ Private Rented Household, England

Source: English Housing Survey
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L{Qa v 2tine Bugess that hvedtdisthave priced out. The financialisation of property
also coincided with the rapid growth in the number of students attendiigdner education.

The growth in student numbers was far greater than could be housed in existing university
accommodation and so local markets were left to deal with the surplus of rental demand.
Potential home movers found themselves crowded out by imuessaéble to pay much higher
prices thanks to the rents generated by squeezing students into what had been family
homes. While the activity of investors has diminished in most maikedisthe growth in
purposebuilt accommodation has helpethe high concemations of student households
living infamily homeshas had dasting effecton manylocal housingnarkets.

Many of theproblemsdescribed in this report fit into more than ongsue For example ite
student housing issuaboveis not justaboutfinancilisation but also housing distribution

(see ection2.4). This is also the case fegcond homesTheconditions created by the
financialisation of hosing enabled more people to buy second homes in city centres, and
desirable rural and coastal locations. This has had a direct effect on house price affordability
in many of these locations, leaving local residents less able to afford to buy in their local
markets.

FINANCIALISATION OF HOUSING SUMMAIR ¥ffectsof financialised housing are
varied and will depend on the geographic, social, and economic profile of your loci
authority.
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1.6. Falling Home -Ownership

HomeownershipA & G KA & O2 dighurélBodsing bkl fehiNENEA & )of
householdand surveys repeatedlghowthat most people aspire to own theawn home.
Unfortunately, that aspiration has become increasingly unrealised for many people.

Homeownership has fallen from its peak inet early 2000$71% of householdsyhile the
number ofmortgaged homeownership sagnated throughthe 1990sand early 2000s. That
stagnation reflects several factors including the ageing baby boomer generation moving into
outright ownership and constraindabusing affordability amongst lower income

households. However, it was the credit crunch that is responsible for most of the decline in
mortgaged homeownership.

The credit crunch led to the withdrawal of higher lemvalue mortgages and this created
amassive deposit barrigsreventing manyprospective firsttime buyersfrom buying(see
Sectionl.1.4). Mortgaged homeownershiphasfallen by over one million householdsnce
2007 (Figurel9below).

Figurel9 ¢ Mortgaged HomeOwning Households, England
Source: ONBFS, MHCLG English Housing Survey
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The fall in homeownership would not necessarily be a problem if the alternatives offered
similar benefits such as security of tenure, cost, quality, advantageous tax incentives, and
the ability to minimise housing cosits retirement. Unfortunately, many of those priced out
of homeownership end up living in the private rented sector, which has none of those
benefits. Reforming the private rented sector to offer at least some of those benefits would
be an improvemenbut home-ownershipremains the preferred tenure, not least thanks to
the continued assumption that house prices will rise in the future.

Recent years have seen housing policy targetfinsé buyerswith the intention of
increasing hom@wnership Higher loa-to-value mortgages have increased in availability
and have reduced their mortgage rate premium to lower ldarvalueproducts

Meanwhile, the changes to Stamp Duty Land Tax have hit investors and helpdidhierst
buyers replace them in all but tHaghest house pricenarkets.Surveysnow suggest that
mortgaged homeownership has started to rise again in the last couple of ydaga(el9).
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Homeownership may be rising again but many people have and will continue to be affected

by both the credit crunch and high house prices relative to incomesiguwre20 shows,
home-ownership rates foyounger generationare recovering but are still lower than for
LINS@A2dza ISYSNI GA2ya 4G Fye IAGSY +3ISo LiGQaA
home-ownership rates forever even if the mortgagerket continues to improve as house

price affordability remains a constraint, particularly for less wealthy and lower income
households.

Figure20 ¢ HomeOwnership Rate by Age Cohort (Year Born), UK

Source: ONS Labour Force Survey
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FALLING HOMBWNERSHIP SUMMARPEople were already struggling to access hon
ownership prior tothe recessiorbut mortgage lending conditions following theredit
crunchhave been the biggedbarrier. Local authorities may struggle to influence loca
home-ownership rates given the importance of wider economic conditions and limite

evidencethat building new homes has aaffect on home-ownership rates
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1.7. Social M obility

Social mobility is a much bigger issue than just housing, but hopkigg a important part
in both enabling and preventindjsadvantagegeople frommaking social progress.

Thebarriers tosocial mobility can take man Figure21 ¢ Social Mobility Index by LA
forms.The Social Mobility Commission Source: Social Mobility Commission
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London and itaffluent suburbs may rank most highly overall for social mobility, but the

underlying unaffordability of its housing markets are a big probésnpointed out by recent
LSHesaarchd | 2 dzy’ 3 LIS 2 LI S a Q-ownership s in@eadingly det€riged & K2 Y &
by whether their parents are homewnersor not. As sectioriL.1.4showed, managing to

raise a deposit is a big barrier for many prospective-firse buyers. This has meant that
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below. This is an even bigger issue for the most expensive markets like London where the
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Figure22 ¢ Source of FirsTime Buyer Deposit, England

Source: English Housing Survey (more than one answer cagikebg
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SOCIAL MOBILITY SUMMARY: Social mobility is a bigger issue for local authoritie:
just housingbut it is an important factor to include in any assessment.
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1.8. Weak Economic Demand

The dallengegdescribed abovéavegenerallyfocussed orthe most unaffordable of
markets,usuallyin terms of house price. However, even the markets with the lowest house
price to earnings ratios have considerable affordability challengsighlighted in section
1.1.2 recent work by Geoff Meen showed tha®% of renters in the North East could not
afford a property at the lowest house price decile. For many people in this area and others,
the challenge isot just the cost of a home butisothe underlying economic conditions.

Recent years have seemany peopleacross the Uléxperience a cost of living squeeze as
wageshave risen slower thamflation (Figure23). Meanwhile a lack of job opportunities
and employment insecurity adontribute to a situation wher@eople are unable or
unwilling to rent or buy appropriate housing.

With much stricter mortgagéending regulatios, many prospective firstime buyers in
economically weaker areas may struggle to pass affordability tests. Even when they do, the
underlying insecurity of their employment situation may leave many wondering whether a
longterm commitmert to paying a mortgage is a sensible decisespeciallywhen the cost

of renting is relatively affordable.

Figure23 ¢ Wage Growth andnflation, UK
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Measuring the economic challenges in local areas is relativeyytbasks to large amounts
of ONS data. However, it can be more difficult to assess who is most affected by these issues
below a regional level without primary data collection through surveys.

WEAK ECONOMIC DEMAND SUMMATR¥n local authorities with apparly
W FF2NRIOESQ K2dza S LINR OS & with éinaffordadle hbuisingh
dueto local economicchallengesand other issues.
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2. Avallability of Housing

Housingis unavailable for everyone that neet$ecause we have not been building

enough new homes is the most popular housing crisis narrafivetypical argument is that
new-build supply has consistently failed to meet the rate of projected household formation
and increasing new housing supply tasthate or above is widely seen as the solution.

Building new homes is essential to making housing available for everyone that needs it and
new supply has been increasing in recent ygaigure24 below). However, the lack of new
homes is only part of the problem for many local markets. New homes only account for
around 1012% of all residential transactions and so the secbadd marlet tends to

provide most of the available housing supply at any given time.

Figure24 ¢ New Build Completionsy Tenure England
Source: MHCLG Tables 213 and 120
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Thedependence orexisting housing stock fanosthousing transactions means that thav
turnover of existing homes is a big problem for many areas. This is particularly the case
where housing is unenlydistributed. Housingcan beunevenlydistributed in terms of
spaceand location. For examplejanyolder households have more spait®an they
regularlyneedwhile younger larger households squeeze into homes that are too small for
their needs Meanwhilesome areas with strong demographic demand may not have enough
homes while other areas with weak denraghic demand may have too many homes.
Understanding how the availability of homes varies across local markets is essential to
ensuring new supply is most effective. Ideally, it should also be-cefsenced against

plans for economic growth and infrastiture improvements.

This section of the report will look at the different ways of measuring the availability of
housing andneasures of housing neethddemand. It will then look atvhat theytell us
about local housinghallenges
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2.1. Measu ring Availability

This sectionooks at the various ways of measuring the availability of housing

2.1.1. Measuring Existing Housing Stock

The first step in measuring the availability of housing isnderstand the existingwelling
stock.Fortunately, here are several differdrsourcesor data ondwellingsin Englandwith
varying levels of detail and geograpfiyiese include:

1 Census

MHCLGmlish Housing Survey
MHCL®@welling Stock
MHCLG ouncil Taxbase
VOACouncil Tax

== = = =2

The Census provides a very useful and detailed decennial look at the population and housing
profile of residents in England and Wales. h\pdes very granular geographic data which is
available from the slightly intimidatingomiswebsite and has been used to create

resources such as the mapping webgitetaShine One difficulty with the Census is that it is
based on population so there are some differences in definitions and variables. For example,
accommodation type is measured by household space rather than dwelling (there can be
multiple household spacas one dwelling) while tenure and number of bedrooms is
typicallymeasured by households.

The English Housing Survey provides a more detailedallook at dwellingghan the

Censugandthe housing circumstances bbuseholdsas itis two surveys in orjeHowever,

it is a much smaller sample and published data is usually limited to former government
2FFAOS NB3IAZ2Y §S@OSt 2N Fo20Sd LG A& 6SAIAKGSR
numbers.Thedetailedsurvey responses are available by requestfidk Data Service.

a | / [ Dvielling Stock data also provides estimates for the number of dwellingkbaak
authority levelby tenure. Meanwhile the Council Tax based statistics from MHCLG and VOA
providemore detailed information on Council Tax exemptions and property characteristics
(tax band property type andbuild period) respectively.

Figure25 ¢ Housing Stock by Tenure and Type of Dwelling, England
Source: English HousiBgrvey Stock Profile 2017
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https://www.ons.gov.uk/census/2011census
https://www.gov.uk/government/collections/english-housing-survey
https://www.gov.uk/government/collections/dwelling-stock-including-vacants
https://www.gov.uk/government/collections/council-taxbase-statistics
https://www.gov.uk/government/collections/valuation-office-agency-council-tax-statistics
https://www.nomisweb.co.uk/
http://datashine.org.uk/
https://www.ukdataservice.ac.uk/

2.1.2. Measuring New Supply in Dwellings

Counting new homeshould beeasy &8 G KSNBX Qa | LIKseeard @eldutit2 6 2 S O
turns outto be quite difficult Limitationswith the availablehousebuildingdata mean we

R 2 yagkirately know how many new homes are being built, where they are being built,

and who is building themTChatis a big problem.

¢CKS Y2aid TFNBI dzSy i f HbusemslEng: NewvIBuild- Dwellisigssaries of D Q &
tables The data is published quarterly, at local authority level, covers starts and
completionshas a long run dhistoricdata,and includegenure splits. It is regularly used to
create charts such dsgure24to demonstratenumerousissues including a lack of new
supply and the historienportanceof local authorities in building new housing.

Unfortunately, there are several issueswith | / [ DQ& W&amnd.it dzfrdquently
misused.The biggest issyasFigure26 shows,is an undercountin the number of
completionswhen compared tahe housebuilding completiongcordedina | / [ Dddeda Y
comprehensivéNet Additional Dwellingslata. Recent MHCL Gtatistical releasehave

relegated theNew Builddatali 2 Wi S RA y 3 akdgofhgyGholl@ndte raliéd: G dza
on as an accurate measure of the number of new homes started or complEtede are
suggestions that this undercount started in the 198@slthisvideoof a presentation by

Neal Hudson of Residential Analysts goes into more detail on the possible reasons for the
undercount.

Figure26 ¢ New Build Completions, England
Source: MHCLG Tables 213 and 120, NHBC
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Another issue is that the wiercount appears to bbigger inurban areas where housing is

less likely to be delivered by the volume housebuilders. The new build data and underlying

NHBC data appear to be missing some of the recent increases in delivanalhyand

medium sizedhousebuilders, buildto-rent developers, premium developers, ahdusing
Fad20AFdA2yad LG GKSNBTF2NBE R2SayQid NBTFtE SO0 0
deliveringnewhomed. y & |yl f&aAia 2N LI2tAOCE smdhadSadA2ya
mediumsizedhousebuildersmay not accurately reflect thactualrecent trendsin

housebuilding byhese organisations
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https://www.gov.uk/government/collections/house-building-statistics
https://www.gov.uk/government/collections/net-supply-of-housing
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/770923/House_Building_Release_Sep_2018.pdf
http://resi-analysts.com/2018/12/09/rightmove-property-science-seminar/

Identifying who is building new homeaises a further problem with thilew Build data: the
tenure split. It is frequently assumed that thenure split, as seen iRigure24, reflects the
tenure of the homes being built. This is not the cadee tenurereflects the status of the
organisaion building the homes and more accurately the organisation regrsehe
completion. This is a problem in situations such as joint ventures, where housing
associations are building market housing, or when the main contractor regibetsome

Givenall the above problemsit is advisable to treat the MHCIN&w Build data with
caution.Unfortunately,the more comprehensive housebuilding completion diata

a |l / [ De@Additional Dwellingseleaseisonly available annuallywith a9 monthdelay.
However, vhile the Net Supply data is more comprehensive, it is not perfect as it only
reports the data provided at the time of measurementd is not updatedFor example,
comparisors witht 2 O f | dniluélanditariig$epadts may highlight differendes
deliverythat will only be revised Yy a | NdtAddki@nal Dwellingslatafollowing the
next Census.

2.1.3. Measuring New Supply

Measuring new supply in terms of number of dwelfing the preferred option and reflects
0 KS 32 @ dugevusidingaint but it is not the only way. For examplgigure27
belowshowsthe trend intotal new housing delivernot just in terms ohumber of

dwellings but alsaotal floor area (i.e. square metreandtotal number of bedroom$uilt.
However, the abity to measure delivery in this waat a local leveils compromised by a lack
of data.

Figure27 ¢ New Supply by Dwellings, Bedrooms and Floor Area
Source: MHCLG Tables 120, 254, NB1
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Measuring new supply in units of more thantjdsvellings would better enable local
authorities to ensurdghey aremeeting locahousingneed and demand. It would also help
avoid the riskgreated bya housebuilding target based on a single headline number of
dwellings. For example, a target based just on dwellings could unintentionally lead to the
construction of homes that are smatlthan appropriatdor that local market So far, that
does not appar to be happening at a national levelRigure27 shows delivery by number
of beds and floor area rising faster thBgnumber of homes since the recgen.
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https://www.gov.uk/government/collections/net-supply-of-housing

2.1.4. Measuring Affordable Housing Delivery

As SectioR.1.2KA IKf AIKGSRE GKS § GeyoeNSIwedihgditd 6 £ S Ay
reflects the tenure of the organisation registering the completion and not the tenure of the
home built. Fortunately, MHCLG also publish sepaséitardable housing delivergata as

shown inFigure28. The National Housing Federation also publish dataarsing delivery

by housing associations. However, this data covers all new homes involving a housing
association and so there may be overlaps with other published sources

Figure28 ¢ Affordable Housing Delivery, England
Source: MHCLG Table 1000
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2.1.5. Measuring Development Land

Identifying land for development is an essential step in planning for new homes.

Unfortunately, there is limited publicly availaldataon land ownership and control,

GK2dzZa3K (GKS aAddz GA2y KFra AYLINROSR ¢gA0GK GKS
(Commercial & Corporatand Overseas Companip$iowever, he use of this data is limited
without the addition of theNational Polygomataset though there are somé®party

products that providecosteffectiveaccess.

Brownfield Land Registease frequently cited a asignificant sourcef land fornew homes
but there are concerns about how much can realistically be delivéraadd use chanodata
from MHCL®rovides a useful summary tfe land used for new homes though changes in
methodology make comparisons over time difficltgure29).

Figure29 ¢ Land Changing to Residential Use by Previous Use, England
Source: MHCLG Tables 371, 226
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https://www.gov.uk/government/collections/house-building-statistics
https://www.gov.uk/government/collections/affordable-housing-supply
https://www.housing.org.uk/topics/new-homes/supply-survey/
https://www.gov.uk/guidance/hm-land-registry-commercial-and-corporate-ownership-data
https://www.gov.uk/guidance/hm-land-registry-commercial-and-corporate-ownership-data
https://www.gov.uk/guidance/national-polygon-service
https://www.gov.uk/guidance/brownfield-land-registers
https://www.cpre.org.uk/resources/housing-and-planning/planning/item/5086-state-of-brownfield-2019
https://www.gov.uk/government/collections/land-use-change-statistics

2.1.6. Measuring the Changein Existing Stock

Housebuilding completions may be the single biggest factor in how the housing stock
changes each year but it is not the only oRggure30 showshow the net change in

dwellings can vary significantiyhencompared to completiongHistorically, the total

number of dwellings increased by less than the rate of housebuildiegiagig homes

were demolished. This &nimportant point to bear in mind when looking at the large
volume of housebuilding during the pesiar period. More recently, the stock of existing
homes has been increasibg morethan the rate of housebuildingThisreflectsthe
importance of conversions and changes of use, including permitted development rights, in
the supply olhew homes

Figure30 ¢ Gross andNet Housing Supply, Englaadd Wales
Source: MHCLG, AE Holmans, Census
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al / [ DeR&dditional DwellingRF G A& OSYy iGNl t 3I20SNYYSyidiQa L
net change in dwelling stock but the delay in publication (typically in November for the

previous financial year) makes-tp-date analysistrigp L G Qa | f a2 AYLERZ2NILF Y
point made inSection2.1.2that historic data is not updated until the next Census even if

there are cleadifferences Fortunately asFigure31 shows there are other data sources

that can be used as leading indicators for the change in dwelling stock. These include

changes in the number of dwellings recorded in @euncil Tax datdviHCLGand VOA and

the number of newEnergy Performance CertificatsPCssued EPChave recently been

I RRSR (G2 al/[DQa bSg¢g .daAfR NBinGsuppy a |y W27
Figure31 ¢ Net Change in Dwellings, England

Source: MHCLG Tables 120, NB4, and VOA
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https://www.gov.uk/government/collections/net-supply-of-housing
https://www.gov.uk/government/collections/council-taxbase-statistics
https://www.gov.uk/government/collections/valuation-office-agency-council-tax-statistics
https://www.gov.uk/government/collections/energy-performance-of-buildings-certificates

2.1.7. Measuring Housing Market  Transactions

The introduction to this section notethat new homes only account for around-12% of

all residential transaatins Thereforethe secondhand market tends to provide most of the
available housing supply at any given time.

Measuring housing market transactions is relatively easy thanks to the HM Land Registry
sales data published within th®use price index releasélowever, there are some
complicationgo be aware of when using this data. The first is that some transactions are
excluded from the Land Registry releasetes arejudged to not be transaetd at a market

price. This ishown by the shortfall when compared to HR&venue an€Customaational
transactiondatain Figure32 below.

Figure32 ¢ Housing Market TransactionEngland

SourceHM Revenue an@ustoms, HM Land Registry
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Theseexcluded transactionsclude transfers under a power of sale/repossessions,
mortgaged buyto-lets, and corporate transfers. Therefore, the published transaction count
can be significantly below actual levels in areas with lots of mortgagedadsley (e.g.

historic new build hotspots) anldts of corporate transactionse(g.central London). The

excluded transactionsave beerpublished as additional data within the Land RegiBtrige
Paiddata since 2013

A seconccomplicationwith the Land Registry sales data is raisedrigyire32 but may not
be immediately apparent. THeand Rqgistry data isiot published for the two most recent
monthsand the gap between the two lines is wider in latest published manthss reflects
a lag in transactions being recorded with Land Regi3tnys ladimits ourability to assess
very recent traasaction trends and has directly impacted on the ONS house price index

(though now fixed). ®enli K S ifgorEafxa, itis dealt with separately in the following
section.
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https://www.gov.uk/government/collections/uk-house-price-index-reports
https://www.gov.uk/government/statistics/monthly-property-transactions-completed-in-the-uk-with-value-40000-or-above
https://www.gov.uk/guidance/about-the-price-paid-data#data-excluded-from-price-paid-data
https://www.gov.uk/government/collections/price-paid-data
https://www.gov.uk/government/collections/price-paid-data

The Land Reqgistry Lag: Volatility in Prices and Transactions

Every month HM Land Bistry publish the latest release of registered sales in their ve
usefulPrice Paid Datawith only a month delay, it is tempting to use this data to
understandrecent trends irtransactions. However, there can be a time lag in when a
is registeredwvith Land Registrgnd this lag can cause misunderstandings.

For examplef-igure33 below shows the data for sales registered in December 2006/
36% of the saleadded to the registryn Decembetook placeduringDecember40% of
salesaddedtook place inrNovember,7% inOctober, andL.2% between 1995 and 2015.

Figure33 ¢ Transactions Registered ecember 2016
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This lag in when sales are registered can cause issues when trying to identify recen
trends in housing transaction levelsgure34 below shows how thedtal transaction
count changes substantially with each new release of registrations. For example, the
release of sales during October 2016 omgorded39% ofOctobersalesrecordedin the
December016NB f S aSd LGQa TFT2N 0KAA NBI 20ANFUK
HousePrice Index is two months behind the house price sedes the house price index
revision period has been increased to 12 months. The lag also appears to be more
substantiafor new build sales, possibly due to the additional time tatecreate a title.

Figure34 ¢ Monthly Transactions by Release, 2016
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2.1.8. Measuring Housing Need
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https://www.gov.uk/government/statistical-data-sets/price-paid-data-downloads

Measuring housing need is not a simple topic and to provide you with anything approaching
acomprehensive guelwould require its owrongreport so this is averyshort introduction

There are different approaches to measuring housing need includingusbfyture need

but also any previously unmet ne¢dacklog. These approachegpicallyinclude analysis of
household formatiomrates, sharingand concealed households, overcrowding, and trends in
the underlying populatiorsuch as migrationHousing needalculations may also reference
affordability, any need arising from plans for economic growthemerge separatelfrom a

O 2 dzy KealthaddWellbeingSrategy.

The complexityand different approaches to measurihgusing needad led to a situation
where a skilled consultant could create a moadth housing need numberthat match any
requirednarrative.To combat this issue and to meet their housing delivery targets, central
government introduced thé&tandard Methodf calculating housing need (see box out).

2.1.9. Measuring Households

Counting and forecasting the number of householdsismportantpart of most housng
needcalculationsincluding the Standard Metho#iousehold numberarealsoregularly
referenced when highlighting an historic lack of supply and thedne increase future
housingdelivery.However,evenmeasuring historiblouseholdnumbers igdifficult andlocal
authorityRIF G A a € A YA G SRt hashepBetedd hbu@ehold/ngnibersin&el NJ
the 2011 Census). Forecasting household numbers is evenahaliengingand household
projectionshaveseveral inherent problas that limit their usefulness.

The first problenwith household projectionss that theyare based omopulation
projections As such they are highly dependent on the assumptions auedavithin the
population projectionsAny changs in migration patterns (botdomesticandinternational)
or natural changelirths lessdeathg will impact on the underling population projectionds
Figure35 shows, the track recortbr population projection$as not been great, sometimes
only getting it rightfor a periodthanks to errors cancelling each other qatg.1975based.

Figure35 ¢ Population Estimateand Projections, UK
Source: MHCLG, ONS
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https://www.gov.uk/guidance/housing-and-economic-development-needs-assessments
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationprojections/articles/householdprojectionsforenglandcomparisonswithothersources/2001to2018
https://www.ons.gov.uk/releases/2016basedhouseholdprojectionsinengland
https://www.ons.gov.uk/releases/2016basedhouseholdprojectionsinengland
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationprojections/bulletins/subnationalpopulationprojectionsforengland/2016based
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationprojections/bulletins/subnationalpopulationprojectionsforengland/2016based
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/migrationwithintheuk
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/internationalmigration
https://www.ons.gov.uk/peoplepopulationandcommunity/birthsdeathsandmarriages/livebirths/datasets/birthsbyareaofusualresidenceofmotheruk
https://www.ons.gov.uk/peoplepopulationandcommunity/birthsdeathsandmarriages/deaths/datasets/deathsregisteredbyareaofusualresidenceenglandandwales
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationprojections/methodologies/nationalpopulationprojectionsaccuracyreport

The second and perhaps biggesbblemwith household projectionss thehousehold
representative rate (HHRused to convert population into householddHRs are the
proportion of people in &pecificdemographic group wharethe household referene
person (historicallgalledthe head of householdA simpler way to understand the HHR is
in terms of household size

The average household size had fallen during tHe@htury and most household
projections expead this trend to continue. However, &gure36 shows,it has remained
stuckat around 2.4 people per household over the last 20 years. There are seifenadrd
explanationdor thisincluding unaffordable@nd unavailablédousing constrainingousehold
formation amongst younger peopland larger household sizes amongst migrants.

The assumptios on how household size will change in the futtirerefore have a very

large effect orprojectedhousehold numbersChanges in these assumptics® also partly
responsible for the differences between tENS published016 projectionandprevious
MHCLGrersions AsFigure36 shows, the 2016 based projectionsN#&&o-itoneQThe

period up to 2021 assumes a continuation of recent trends and caaltbhsidered a truer
projectionas actually based on recent trenddeanwhile thepost 2021period assumes a

fall in average household siaadthe effect of thiscanb&d S Sy Ay (Figuge42Wa G S LIQ

Figure36 ¢ Average Household Size, England
Source: MHCLG, ONS

- 2.90 — Actual (per 2016-basec

-% 2.80 —2016-based

g 2.70 =—2014 -based

8 2.60 —2008-based

£ 2.50

S

= 2.40

g X

= 2.30

g 2.20

c 2.10

< 2.00

’ — <t ~ O M © O « n o < ~ O M O OO0 N IO 0O d < >~ O

N~ N~ N~ o [ee) o 0] (o] (o] (o] o o o — — — — [aN] [aN] N o ™ ™ <t
o O O O O O O O O O O O O O O O O O o o o o o o
— — — — — — — — — — [qV} [qV} N (qV] N N N N N N N N N N

The final problemsthe mostsignifican at alocal level It isthe circularity ofhousehold
projectionsdue tohouseholds onlypeing able tdorm if there is a home to move into.

For example, if a local authority is buildimgnyhomes for people to move into then the
populationwill grow. When the next round of household projections are publishieely
will, as pojections of recent trends, reflect the recent population growth and sihigher
householdprojections for the local authorityThis can be seen in tH@NS 201@rojections
with the highhousingsupply areas of ower Hamlets, Aylesbury Vale, and Barlang
Dagenham projected to see theghest householdrowth rate between 2016 and 2021.

Meanwhile, a local authority with an unaffordable housing market lmeer historic

housing delivery may see lower population growth. Future household projections will the
reflect this lower growth and the household projectiondl be low Kensington and
Chelsea, the local authority with the highesteragehouse price, is projected to see a fall in
the number of households between 2016 and 2021the ONS 2016 projectisn
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https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationprojections/methodologies/2016basedhouseholdprojectionsforenglandchangestomethodology#household-representative-rates
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationprojections/methodologies/2016basedhouseholdprojectionsforenglandchangestomethodology#household-representative-rates
http://thinkhouse.org.uk/2019/civitas0219.pdf
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationprojections/datasets/householdprojectionsforengland
https://www.gov.uk/government/statistical-data-sets/live-tables-on-household-projections
https://www.gov.uk/government/statistical-data-sets/live-tables-on-household-projections

Standard Method of Assessing Housing Need

al / [ €dard methodakes a formulaic approach to calculating a minimum housir

YSSR ydzYo SNX® L ( Qa-stép prodesS innlvidg: RSTAY SR (i K
1. Setting the baseline

2. An adjustment to take account dbuse priceaffordability
3. Capping the level of any increase

Setting the baselinehousing need numbesimply relies ormousehold projectiongor an
average household growth figure over 10 yedrHCLG recommend usitite older 2014
based MHCLG household projections asrtbeer2016 based ONS projections aneich
lower (seeFigure37) Y R R2 Y Q cenfraRIR ORINYIVSy (1 Qa G NB¢
homes per yeawhenused This approach to setting the baseline raises all trebfams
with household projections asighlighted in Sectio.1.9and the 2014 based projections
AyOf dzZRS (GKS ¢FNYyAy3a GKFIG a¢KSe INB y2¢(

Figure37 ¢ Net New Households by Region
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Thesecond step adjusts the household projections depending on local housing afford
as measured by workpladesed house price to earnings ratios. It increases the housi
need number by.25%for each1% the ratio imbove4. For examplea house price to
earnings ratio o6 =((6-4)/4)x0.25 =12.9% increaseBroadly, hisapproachincreagsthe
housing need numbeniareas with high house prices and leaves it unadjusted in area:
low house prices. The use of market signals to assessiseseéful but house price to
earnings ratios are simplistic (Sectibri..2 and may not reflect the actual underlying
affordability issues in local mkets, includingor thoseareaswith ratios of 4 or below.
¢CKS FTAYIf adSL) OFLlA GKS AyONBIasS OFf Oc
NBt SOFyd &aiN) (S 3tbeénsurdahe delvirabiity ofF anNiarge dza A vy
The standardanethod helps avoid the complexities aptbblems arising from thearying
approaches previouslysed However, the two data seisrelies oncreatetheir own
problems. For example, thest of housingvould be a better affordability measure than
the costof houses, but data is limited/leanwhile ecent trends in household formation
may have limited relation to widestrategies for and limitations posed byfrastructure,
employment,naturalresources, and otherdevelopmentconstraints or opportunities.
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https://www.gov.uk/guidance/housing-and-economic-development-needs-assessments

2.1.10. Measur ing Housing Need Backlog

Thebacklog in unmehousing needypicallyassumeghe historic undefrsupply of housing
has prevented potential households from formis mentioned previously Sectior2.1.8§
there are several different ways of identifying unmet housing need.

The simplestvay to calculate backlogeedinvolves comparing actual household formation
to household projections for the periotHowever, thissacrudeapproachdue tothe
problemswith household projectionsovered in Sectiod.1.9 Other ways of assessing
backlog includeneasuringhousing affordability (see Sectidnl), sharingconcealedand
overcrowdedhouseholds, homelessness, and housing waiting lists.

Data forsomeof these measures is easier to find or calculate than others, especially at local

authority level. Housing waiting lists are publishedviiy CLGhough, agFigure38 shows,

there have been changés their criteriadl K G Y Sy rliakcSratembeSureyo |

YSSR® ¢ KSNBQa | f gadnldcal duthdxidd I8vehonvelkeskyesds pabishe® |
1,400,000

English Housing Survpryovides some national data buhé best sourcéor local level data

by MHCLGhough care needs to be taken with changes in definition over time (Se2ttpn
Figure38 ¢ Households on Local Authorities' Housing Waiting Lists, England
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isthe CensusHowever, this limits the ability to monitor changes over time
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Measuringsharing, concealed, and overcrowded houskels is moreifficult. ONS publish

data onfamilies and householdshich includes households Ioyimber d peopleand adults
living at home but only at a UK level. They also pulblisisenold counts by regiorirhe
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Figure39 ¢ Percent of Young Adults Aged-29 Livingat Home, UK
SourceONS Labour Force Survey
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https://www.gov.uk/government/statistical-data-sets/live-tables-on-rents-lettings-and-tenancies
https://www.gov.uk/government/collections/homelessness-statistics
https://www.ons.gov.uk/peoplepopulationandcommunity/birthsdeathsandmarriages/families/bulletins/familiesandhouseholds/previousReleases
https://www.ons.gov.uk/peoplepopulationandcommunity/birthsdeathsandmarriages/families/adhocs/005374totalnumberofhouseholdsbyregionandcountryoftheuk1996to2015
https://www.gov.uk/government/collections/english-housing-survey
https://www.nomisweb.co.uk/

Rural and Urban Areas
There aranany waygo segmentand analysehe need and supply dfousingincluding

age, incomehousehold type, property type, tenure, etc. Howeveltisialso important to
understand the physical geogrhy of an areauch agopographyandland use

Recent decades have sedifferent trendsin population growthdepending orwhether
the area isurban or rural Figure40 showsthat many, though not al] urban areas have
seenconsiderable growth in both young and older people since 2001. Howmagry
rural areas have only seen growthtire number ofold people This raisea number of
guestionsabout the need for services and amenities along with the losigen survival
of rural communities.

Figure40 ¢ Population Growt2011-17 by Age, Rural/Urban Classificati@md Region
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Rural communitiesalso havehe challenge ofecond homego deal with.Figure41 shows
that rural areas typically have higher papions of homes with no usual residentdigh
concentrations of second homes create many housing challenges including unafford
homes forlocal residentdut they are possibly counterbalanced by ttentributions they
make to the local economyocal authorities should be alert to these challenges.

m Rural - Aged Under 65
Rural - Aged 65 & above

m Urban - Aged Under 65

m Urban - Aged 65 & above

Figure41 ¢ Proportion of Household Spaces with No Usual Residents
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https://www.ordnancesurvey.co.uk/
https://figshare.com/articles/A_Land_Cover_Atlas_of_the_United_Kingdom_Maps_/5219956
https://www.gov.uk/government/collections/rural-urban-classification

2.2. Lack of New Supply

The most popular explanation for many of the issues facing hoisihgt we have not
been building enough new homes. A typical argument is that-beild supply has
consistently failed to medhe projectedrate ofhousehold formation and this has caused
high house pricegalling homeownership and constrained houseid formation Figure
42). Increasing new housing supply to meet projected household formasit@sor above is
widely seen as the solution. This approach charactedgsagrald 2 @S NJ/ NoSsifidgl Q &
policywith atarget of 300,000 net new homes per year in England

Figure42 ¢ Annual Change in Households, England

Source: MHCLG, ONS
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Unfortunately, this explanationdoes not reflect the realities of the housing market. Housing
supply and demands more than just nevibuild and net householdormation. Available

supply is predominantly the seco#ithnd market as ew-build salesare arelativelysmall
proportion of total transactions (se€igure43) and less than 1% of the existing dwelling

stock Housing demand is the number of people or companies willing and financially able to
buy. That is determined by many different factors, but tiwst and availability of mortgage
debt are perhaps the most importan¥leanwhile, household projections are not an

indicator of demand but, at best, a crude indicator of housing need (see Seclid@h

Theevidencefor a lack of supply at a national levelimited and open to interpretatian

High house prices (Sectidn2) and recent falls in homewnership (Sectiod.6) havemore

to do withthe cost and availability of mortgage dehian thelack of supplyMeanwhile,
housing costs are high for renters but do not appear to have risen significantly (Section
1.1.5. Demographics show constrath household formatiomelative to previous trendand
soit appearsnew supplyhas been too lowwo meet housing aspirations and probalbbo

low to meet housing need in recent decades. However, there are other factors that have
also played a paih suppessing household formationcludinglargermigranthousehold
sizeg(Section2.1.9 and, in the circular nature of the housing market, high house prices

There may be limited evidence for a national lack of supply but it does appear to be an
important factor in London and its surrounding commuter areas. There may also be
localised housing shortages elsewhere, particularly of spguifigerty types or terure of
homes. Ideally, there would be local cost of housing @edata to show this but no such
series exists.
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https://www.gov.uk/government/publications/fixing-our-broken-housing-market
https://www.gov.uk/government/publications/fixing-our-broken-housing-market

Given that a lack of supply is not the biggest driver of house price rises (Se@iahis not
surprising that academic evidence shows increasing new spjihjin realistically
deliverable levelsyill probably onlypreventfuture price rises rather than significantly
improve current levels dfiouse priceaffordability. Even then it will take many years,
possibly even decades to have a lasting effect on the market.

Increasing housing supply may not significantly improwese price affordability or increase
home-ownership but it is still an essential part of the overall solution to many of the issues
facing housingand not just in areas with the highest house prices. Buildevg imomes
particularly affordable homeganhelp reduce the cost of housing foenters. It canalsobe
used to better match the existing housing stock to local neednand and affordability
Although new supplyypicallyonly accounts for 1% of the existing housing steakh it can
over timebe used tamprovethe qualityof housing in a local market, deal with shortages of
specific property types, drelpdeal with demographic changes such as students or the
ageing population.

LACK OF NEW SUPPLY SUMMARaCk of new supply iglentified as he causdor many

of the issues facing housing. Howevéhe evidence is1ot conclusive Building many new

homes is unlikely to significantly improve house price affordability or increase hem:

ownership but is an essential part of the solutian all local authorities, not just those
with high house prices
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2.3. Turnover of Existing Housing Stock

Building new homes is an essential part of making housing available for everyone that needs
it. However, the lack of new homes is only part of gfieblem as they onlyaccount for

around 1012% of all residential transactioriBhe seconehand market tends to provide

most of the available housing supply at any given tibhafortunately, turnover in the

existing stock iow with UKresidentialtransactionsstuck at around 1.2 million per year for

the last five years. That equates to around 4.2% of total stock selling each year compared to
a pre2008 average of 6.8%igure43).

Figure43 ¢ Market Sales an#lousebuilding as @f Existing Dwellings, England anales
Source: MHCLG, ONS, HMRC
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While turnover at a national level has remained stuck at around 1.2 million transactions per
year, there has been considerable geographic divergence in recent years. Changes to stamp
duty, unaffordable house priceand changes in buyer sentiment (in part due to Brexit) have
negatively impacted on London and other higheuse priceareas. Transdions in London

are down 20% over the last five years with biggercentagefall in central boroughs.

Meanwhile transactions in the midlands and north of England have seen the opposite effect.
Activity by investors may have been hit but fitshe buyershave been able to replace

them, for example transactions across the North West are up 17% over the last five years.

Low housing turnoveis an issue because, amongst other thingsait limit labour mobility,
reduce the tax base for stamp dutyurt econamic activity linked to household moves and
result in a poor allocation of homes, as households adjust more slowly to their changing
needs.This last point is related to the populaotion of the housindadder.

The housing laddesuggestsan ability for households to move from firdime buyer,
through a step or steps to the family home, a possible downsizing move for emeptgrs,
followed by a possible move to a retirement honk@r many years tehousing ladder has
characterised and informetthe understanding of the housing market and guided
governmentpolicy. This can be seen in its frequent references in policies targetingrinest
buyers and homewnership.
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It is true that nore people are successfully getting on the housing laddemeownership

is increasing agaifSectionl.6) and, asFigure44 shows, firsttime buyer numbers have
nearly recovered back to their prrash peak. However, the number of mortgaged movers
is still 50% below their 2006/07 levels analslshown no sign of immvingsince 20101t
appears the housing ladderfisokenthanks to a combination of factors including lending
conditions,income growth housing equity growth, antlouse price affordability.

Figure44 ¢ Housing Market Transactiomy Buyer TypeUJK

Source: HM Revenue a@distomslJK Finance
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A broken housing ladder has consequences for policies and solutions that seek to encourage
first-time buyers into homeownership but do not give enough consideration to thelz&8 S NI a
ability to move freely when their circumstances change. For example, fwomership

products like micrelats may be brilliantly designed for one or two people but can quickly

become unacceptable when the owri@circumstances change. Other financial products
designed to increasehori@ g Y SNE KAL) Yl & |faz2 fAYAOG 0dz2 SNEQ
as their gains in housing equity are limited or higher costs prevent saving.-Blonmership

is the aspiration for most people but reaching for it too soon could have longer term
consequences for some.

TURNOVER OF EXISTING STOCK SUMM#®BERMw turnover of existing housing stock i:
big barrier to a functioning housing markelt alsoraises the risk of unintended
consequences for firstime buyers that rush into homeownership. The low turnover of

existing stock has had limited interest from policy makers.
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https://www.cml.org.uk/news/press-releases/where-have-all-the-movers-gone/

2.4. Distribution of Housing

In many local authoritiesand indeed nationally, the isenough housing for everyone that
needs it The issue is thadt (ufedenlydistributed. Analysisf the 2015 English Housing
Survey showd that there were 54 million people living in households. According to the
bedroom standard they would need 37 Iidn bedrooms to be appropriately hoed.
Instead, the survey shad there were 63 million bedrooms availablcross the country

¢ K I éh@ugh bedrooms for everyone to have their own with 9 milkpare

Figure45 ¢ HouseholdPapulation, Required Bedrooms, ardtual Bedrooms, England
Source: Estimated using English Housing Survey 2015
70,000,000

60,000,000
50,000,000
40,000,000
30,000,000
20,000,000

10,000,000

0

Household Population Required Bedrooms Actual Bedrooms

Further analysisisingthe 2011 Censuand

; ; Region Bedrooms per
presented in the table opposite shows that all e e RIET e R ik Household
regions except London have more bedrooms tieE=NENS Resident
household residents. Some ofabeW S E O S &| south West 1.21
bedroomswill be in truly vacant and unused East Midlands 1.20
homes but much of it will reflect second homes North East 1.19
spare bedroomsThe undefoccupation of North West 1.18
housing is a growing issue as the population af gt 118
andchildren leave the famylhome Figure46 South East 117
shows that 3% of ownefoccupier households. Yorkshire and The Humber 117
are underogcupylng their home compared to | West Midlands 115
10% of social rented households. London 0.08

Figure46 ¢ UnderOccupation by Tenure, England

Source: English Housing Surveys
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The distribution of housing can be measured in more than just homes or bedrooms. For
example, the amount of floor area available per dwelling, household, or person is another
approach. Sectior3.1.1looks at the size of dwellings including common-mis
understandings.

Unfortunately,there is no simple solution to thenevendistribution of housing. Some

unused housings in the wrong location, too far from employment opportunitidduch of

the underused housing ibeld by older generations still living in family homes long after
their children have left. Any suggestion ofdmgthesepeople out of homes they own
presents severe political, not to say moral, challenges and there are still too few affordable
and appropriate options to encourage potential downsiz@ise distribution of housing

should clearly be considered ihd context of the existing stock and new supply but is
unlikely to provide a substantial solution to other housing issues any time soon.

DISTRIBUTION OF HOUSING SUMMARY:: Housing is unevenly distributed. Some h:
than they regularly need while otherbave less than they need. Unfortunately, theility
to put this underused housing to more use is limited
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2.5. Home lessness

There are many causes of homelessnéssgh structural and individualbut the availability
(and affordability andsuitability)of housings an important facto Rough sleepers are
perhaps the most visible of all theusingissuescovered in this reporandthe number
recorded in the MHCLS&atisticshas more than doubled over the last eight yedf#®wever,
there aresome concerns about theéata qualitygiven the data collectiomethodology.

LYT2NXIFGA2Yy 2y W3 ivheid txbkRadtfoRieskr Edgally Shliged/té & a

provide accommodation, is readily available frofi CLGIt ismore robustthan the rough

sleeping datal K2 dz3 K A GQa ¢2NIK vy 2 (nkwdata dolleSionddBOSy G G N
may cause somslight inconsistencies with older daféhis data shows thastatutory

homelessness has increased in recent yeaus highlights the challenges faced by local

authorities as they struggle to copmusepeople and so spend more on a rising number of
households living itemporary accommodatiofFigure4?).

Figure47 ¢ Households in Temporary Accommodation
Source: MHCLTable TAL
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homelessness due toevictions from the private rented sectdfigure48highlights this

issue with the termination of an assured shorthold tenancy giverthesbiggestingle

reasonfor loss of the last homéother reasonss a broad group).

Figure48 ¢ Reason for Loss of Last Settled Home for Those Owed A PrevenRetief

Dutyby Local Authority Q2 2018, England
SourceMHCLG Statutory Homelessness TalZle
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/790812/Homelessness_-_REA.pdf
https://www.gov.uk/government/statistical-data-sets/live-tables-on-homelessness
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/781567/Rough_Sleeping_Statistics_2018_release.pdf
https://www.gov.uk/government/statistical-data-sets/live-tables-on-homelessness#statutory-homelessness-live-tables
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/719811/Changes_to_statutory_homelessness_statistics_user_note.pdf
https://www.crisis.org.uk/media/238700/homelessness_monitor_england_2018.pdf

The Crisis report and others suggest that changes to Local Housing Allowance (LHA) is a
major driver of this trend (see Sectidm for more on LHA). The increase in homelessness
has led to an increase in the number of households (and children) living in temporary
accommodation over the last eightyears. Mea KA f S G KSNBXQa |y dzyly26yY
K2YStSaay LIS2L)X S a4t SSLIAYy3I 2y FTNASYRQa az27fl ax
accommodation.

HOMELESSNESS SUMMAR¥re are multiple causes of homelessness but it appea

changes td_ocal Housind\llowanceare a big driver ofecent increases in people being
made homeless from the private rented sector.
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2.6. Weak Demographic Demand

Ly &a42YS | NBI a &i&kdhaudinghavbuildodesdistz®)) bitdoyhch

relative to demographicdemandK S | YQ& LJ2LJdzf I GA2Yy KIFa 3INRGY
yearbut, asFigure49 shows some regions have seen muchatgerpopulationgrowth

while others have seelimited growth. Understanding how and why the local population is
changing is essential to understandiogal housingvailabilityissues.

Figure49 ¢ Total Population Growth, 1982017
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Weak demographic demand can be closely linked to weak economic demand (Section 1.7)
wherealack oflocalemployment opportunities forces people to move elsewhere. However,
thisis not always the case ard isénietimes difficulto isolate thecausesTo understand

weak demographic demand, you need to build a full picture of the unaeytfemographic
trendsincluding the stock and flow of population change.

Figure50 ¢ Componentf Change in Population, 2016 to 2017
SourceONS
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ONS data is very useful for understanding demogragparasincluding natural change and
migration by age. For exampléshows London has consistently seen a net outflow of
peopleto the rest of the UK since at least the 1970s and probably since the 1940s. Despite
this, Londonhasstill seen very high population growthver the last thirty yearghanks to
international migrants and a high birth rate (@gure50 shows).It appears that wak
demographic demantasnot beena problem for most of Londosince the early 1980s

Another examplef the need to lookcloselyat underlying tends indemographiswhen
assessing weak demawgdnbe found inareasthat have rapidly ageing populatias This
ageingcouldreflect weak demand agoung people mog awayfor work or studyand leae
behindan older populationHoweveran ageingpopulationcould also reflect wealthier

older people move into the aredor example in coastal and rural retirement hotspatsper
Figure51. Unfortunately,the ONS data does not include any indicators for wealth, income,
or housing tenure of recent move.

Areas with weak economic demand highlight the need to understand housing at a local
level. It also highlights that fixing local housing issues candye than just about housing.

Figure51 ¢ Existing Population andet Migration of People Aged 65+ by Local Authority
Source: ONS
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WEAK DEMOGRAPHIC DEMAND SUMMWRYK housing demand maghow some area
have too much housindput local authorities need to take care and properly understan
local demographic trends.
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3. Suitability of Housing

Housingis unsuitable for everyone that needsTiheexisting housing stock is under
increasingstrainas the populatiorrapidly grows, ages,and changefow it uses housing
Unfortunately,the housing stock is far slowand sometimes unabl&® respond to these
changes.

The housing stock is also ageinge©20% Figure52) of allhomeswere built more than

100 years agand, at current rates of demolition, existing homes will have to last o\3&I(®
years. An ageing stock means that too many existing homeks@me new ones) are not of
an appropriate quality whileemarly as much money is spent on the repair and maintenance
of existing housing as on building new homes.

Figure52 ¢ Build Period of Properties by TenuEngland 2017
Souce: English Housing Survey 2B
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An ageing housing stock also raises concerns about its environmental impact and ability to

deal with changing climate conditiongleanwhile, the ageing population requires housing

that is flexible and can be adapted ¢banging needs. However, the need for housing to be

flexible is not just limited to older people. Changing needs amongst younger people have
aSSy aANRgAYI ydzYOSNE fAGAY3A Ay LIR22N ljdzZ £ Ade
occupied by families.

Thissection of the report will look at the different ways of measuring the suitability of
housing and what that tells us about local housthgllenges
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3.1. Measuring Suitability

This section of the report provides a brief look at the various ways of measuitadpility.

3.1.1. Measuring the Suitability of Housing

Measuring whether housing is suitable or not dschallenging Housing that is acceptable
for one person may be unacceptable to anotleispite having the same personal
circumstancesWe can however,measure the housing stock in different ways to assess
how well it may or may ndbe suitable. For example, whether it chause @ ageing
population appropriately house peophlith a longterm illness or disabilityor cope with
climate change

Some ofthe different ways of neasuring the housing stotlave beercovered in Section

2.1.1but there are other ways in which the suitability of housaag bemeasured These

includeits quality (see the next section for more detal)jlef=égy efficiencyits size in

terms of bedroonor floor arearelative to itsresidents (SectioB.4).! Yy F2 Nlidzy I 6 St &>
limited local level data available to assess the suitability of housisgme of these ways.

LiQa Ffaz2z AYLRNIIYyG (G2 02y aA Raiodaka&hodtydzA G I 6 A f
aspirations foigrowth. For example, a local authority in the north of England with a low

proportion of highefrate council taxproperties Figure53) may seek to increase the supply

of higher value homes to attract different types of people to the local area alsle

ensuring a broader base divellingsto generatehighercouncil tax receiptdHowever, any

plans for growth should atsaccount forother issuessuch as transport, power, water,

broadband, and othestrategicresources required fosuccessful local communities.

Figure53 ¢ Council Tax Band by Region

Source: VOA
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3.1.2. Measuring Housing Quality

Measuring the quality of housingan be difficult as itypicallyrequires a framework to

judge it againstTheEnglish Housing Survisythe best source fadata on the quaty of
housing in Englaniut care needs to be taken when interpreting some of the results given
the differences irbuild period Figure52) and dwelling typeRigure54) acrosstenures. Local
level data on quality imore limited with someavailableon the Decent Homes standard for
local authorityandhousing associatiohomesbut limited informationis available for the
private sectoibeyond the size of property

Figure54 ¢ Dwelling Type by Tenure, England, 2017

SourceEnglish Housing Survey
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The Quality of New Homes

The focus on increasirtbe number of new homebuilt since 2013 also coincidedth an
increase in disatisfaction with the quality of nelWwomes Widespread press reportnd
government attentiorhave led to increased pressure on housebuildersrprove the
quality of their homes. fe latestsurveyof new build customerfrom the Hane Ruilders
Federation(HBFsuggess that satisfaction rate are improving agaithough negative
reports from consumers continudhe HBF also provides a star rating for individual
builders. For example, Barrattceived a five star ranking in the latest survey while
Persimmon received three stars.

Figure55 ¢ New Home DiSatisfaction
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The Size of New Build Homes

A frequentcomplaintabout new build homes is that they avery small.However, data
from Energy Performanc@ertificates suggests that new build homes are similar in siz
the existing stockat around Am2. Figure56 below compares the size distribution for
new build homes to market sale homies2014/15/16and shows they are similar.

Figure56 ¢ Comparison of Floor Area by TransaetType, 2014/15/16
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3.1.3. Measuring the Environment Impact of Housing

TheEnglish Housing Survisythe best source for longrm trends in the energy efficiency

of housingout Energy Performance CertificaEPC) data pulshed by MHCLG is also very
useful. The EPC datacludes average energy efficiency ratings, energy use, carbon dioxide
emissions, fuel costs, average floor graad numbers of certificates recorddxy local

authority. Figure57 below provides a overviewof EPCs lodged in 2018 across England by
their energy efficiency rating and type of dwelling.

Figure57 ¢ Number of Energy Perforance Certificates Lodged by Type dfakergy

Efficiency Rating, England, 2018
Source: MHCLG
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3.2. The Quality of Housing

Housing quality has improved in recent yeacgording to many metrics but there are still
substantial numbers gboor-quality homes across the countrfhere aranany wayso
measure the quality of housing including the Decent Homes stantfad;lousing Health
and Safety rating system (HHSRI&np,and dwellingsizeamongst others.

The Decent Homes programme was introduce@000 at a time when there was a
substantial backlog in required social housing repairs. The programme was successful in
reducing the overall number and proportion of ndecent homes but it failed to meet its
target of 100% decent homdx/ 2010 The latesEnglish Housing Surv@yigure58) shows

that 19% of all homes are not decent with 13% of social rented homes still failing to meet
the standard. Althouly there is still room for improvement in the social rented sector, it is
the private rented sector that has the highest proportion of recent homeswvith 1.35
million nondecenthomes R5%of private rented homes This may partly reflect that

private rented homes are predominantly owned by smsthle landlords owning one or two
typically older period properties.

Figure58 ¢ Non-Decent Homes Figure59 ¢ HHSRS Category 1 Hazards
Source: English Housing Survey Source: English Housing Survey
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Another way to measure the quality of housing is using the Housing Health and Safety rating
system (HHSRSJhe HHSRS was introduced in 2004 andisk#asedassessment tool that
identifies hazards in dwellings and evaluates their potential effects on the health and safety
of occupants and their visitor§his recent House of Commomnsefing papeiprovides a

useful summary of theating systenincluding the ongoing review

The English Housing Survey reports the number of dwellings that contain a HHSRS category
1 hazard Figure59) whichis one that presents a serious and immediate risk to a person's
health and safety. The latest English Housing Survey shows1b@bf aldwellingscontain

a category 1 hazard, ranging frd#o in the social rented sector 18% in the private rented
sector.
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Damp housing can have serious implications for residents, particularly for children and the
elderly. The latest English Housing Surstegws that3.7% of dwellings have at least one
damp problem, witicondensation/mouldhe biggest issue. Damp is a bigger issue in the
rented sectors, wittb.6%of social rented homeand 7.2% of private rented sector homes
reporting at least one damp pbéem. The higher levels of damp in the private rented sector
are aseriousconcern gien the lagenumber of young childrenow living in the tenure.

Figure60 ¢ Damp Problems, by Tenure, England, 2017
SourceEnglish Housing Survey 2017/18
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Regular reporsthat housing irEnglands amongst the smallest in Europee incorrect The
English Housing Survegports anaveragesize of94n?, about averagéor Europe.
However, there arelifferences across tenurn@igure6l) with the owner-occupied sector
largest (107m?2), followed by the private rented sector (77m2) andsth@al rented sector
smallest (66m2). Some ttiese differencesvill reflectthe underlying mix oflwelling types
(Figureb4) butadjusting for thisstill shows aspace premium for owneoccupiers.

Figure61 ¢ Number of Dwellings by Tenure and Useable Floor Area, England, 2017
SourceEnglisiHousing Survey 2017/18
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QUALITY OF HOUSING SUMMAR¥re are stilkoo many poorquality homes across al
tenures and poor-quality housingin the private rented sectowill be an issue in many
areas
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3.3. Ageing Population

The population is ageing and that has serious implications fohdlsing marketThe
number of people aged 68nd abovdiving in Englantias increased from 10 million to 13
million over the last twenty yeargigure62) andcurrentlymake up23% of the total
population They areprojected to rise tanearly 18 million ger the next twentyyears
accounting for30% of thetotal population A largerolder population hassignificant
consequences fahe economy, healtbare and housing.

Figure62 ¢ Population Aged 60 anélbove England
SourceONS Population Estimates and Projections
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The population is ageirnimarily dueto the largepostwar baby boomer generation
entering retirement andiving for longer than previous generationss a predominantly
home-owning generationmany (but not all)ivein homes worth much more than they paid
for them. As people age their housy requirements may changad healthcare neesl
increase.Therefore,manyexpect downsizing tbecome a bigger trend’his wouldalsohelp
with older peopleunder-occupying their homessper Section2.4 but, unfortunately,A i Q &
not that simple Very few older people move homaillingly. Figure63 shows76% of people
aged 60andabove havenot moved home in the last ten yearsleanwhilemostolder

people live in average priced homes so have little financial incentive or even abiligvi® m
intoLJdzNJ.J2 &S odzA f (1 2 {ThRefidde, IMSshltdf pSopl@whEdd mzdeinfcd ¢
the limited supply ofpurposebuilt housing do so out of necessity rather than desire.

Figure63 ¢ Length of Residence by Single Yeargd, AJK
SourceONS Labour Force Surv@gtDec 2018
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Given thelimited supply of purpos® dzA f G 2 f RSNJ LIS2 L) S&4Q &2dzaAy 3z
people want to continue living in their existing hopand limited financial capacity to pay

premium for new build properties itheir localmarket, it appears that thie existing homes

will have to become more flexible. Unfortunately, homes built more recently are better

suitedfor older people withhigher proportionscontaining accessibility féares than those

built prior to 2001. &en the challenges and changing needs of older peopbater

consideration will have to be taken about howadapt thehousing stocko ensure their

needs can be met in their existing home

Figure64 ¢ Accessibility features present, by age of dwelling, 2014
Source: English Housing Survey 2015/15
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AGEING POPULATION SUMMARé: population is ageingut it appears likely that mos
gAft O2ylUAydzS (2 fAGS Ay GKSANI SEAalGAY
that we have a housing stock flexible enough to adapt to these changing needs.
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3.4. Climate Change

Climate change isappening nav and there is clear scientific evidence that tiiebal
climate is warmingHousing is aontributor to the problembut can also banimportant
part of the solutionto one of the biggest issues facingtpast the UK but the world.

A recentreport by the Committee on Climate Changencluded thahomesin the UKare
inadequately prepared for the challenges of climatenge It reported thatéGreenhouse

gas emission reductions from UK housing have stalled, and efforts to adapt the housing
stock for higher temperatures, flooding and water scarcity are falling far behind the increase
in risk from the changing climate. &lguality, design and use of homes across the UK must
be improved now to address the challenges of climate change

Much of theexistinghousing stock in this countryas built some time agwith Figure52
showing that20%wasbuilt more than 10Q/earsagoand over 50%wvasbuilt more than 50
years agoGiven current rates of housebuildigd demolitionsit appears likely thathese
homes will have tdast well into the future Howevermany areill-prepared for a changing
climate.

Figure65 shows many existing hometsll have low energy performancatings andhe
English Housing Survescently reported thathere has been little improvement in energy
efficiency in ecent yeargas measured bthe Standard Assessment Procedui®@ubstantial
investment into the existing housing stoakl berequired tomake it suitable for a changing
climate.

Figure65 ¢ EnergyPerformance Rating by Existing adew Build Dwellings, England, 2018

Source: MHCLG Energy Performance Certificates
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Unfortunately, hiese findings apply not just to the existing ageing dwelling stock but also to
the new homes currently being bui@omparng theenergy performance ratings for new

and existindhomes(Figure65 above) shows that new homesetypicallymore energy
efficientthan existing homesHowever, bo many only meet the bare minimuof

standardsli Q& NXB I & 2 y I 0 {thS costof retrdfdtidgYesently Kuiltihomes

would be much more than ensuring the homes are suitable when first fmithore needs

to be done to ensure all homes meet the highest possible standards
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It is not just the physical properties of the home that determine whetheraiisquate for

the challenges of a changing climate but also its physical location. Ensavingomes are
planned for appropriately with regards t@ater availability, sustainable transport, and flood
risk are all essential. A8gure66 shows, anncreasing proportion of nelwomes s
measured by nevaddressegreated are being built in National Flood Zone 3 arddsese

are areas with,ignoring the presence dfood defenceshavea 1% or greater annual
probability of fluvial flooding or a 0.5% or greater annual probability of tidal flooding.

The increased pressure to deliver many more new homes will inevitably put pressure on
local authorities to identify suitable locations for new development. In doing so, they should
take great care t@account fomot just the current challenges and limitatis but also those
arising in the future from a changing climate.

Figure66 ¢ New Residential Addresses Created in National Flood Zone 3
Source: MHCLG
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ENVIRONMENTAL IMPAGNDCLIMATE CHANGE SUMMARIifnate change is a majc
global issue and the housing stockiisadequately prepared for the challenge. Local
authorities shouldplan appropriately forthe risks that climate change will bring.
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