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Figure 4: COMPARING RESIDENTIAL VALUES IN SOUTH HAMPSHIRE
Mean House Prices per Square Metre September 2010 (MSOA = Middle Super Output Area)?

Source: Hometrack, DTZ

Figure 4 shows that housing measured on a
per sgm basis is cheapest (white or pink) in
Southampton, Portsmouth, Gosport and
mainland Havant. Per sgm prices are higher in
suburban areas, and still higher in the more
rural areas (shaded dark red).

Figure 5 shows that, examined on a per sqm
basis, the prices of flats have fallen over the
period 2005-10, while the prices of all houses
have risen, with detached houses showing the
strongest price growth. This suggests that the
pressure of demand is greatest for larger
family homes. The 2006 Strategic Housing
Market Assessment (SHMA) noted that the

PUSH area has a relative shortage of family
sized accommodation and therefore
recommended that PUSH should seek to
promote delivery of 3, 4 and 5 bedroom
properties in order to meet the demand profile
for future homes.

Over the past two years, the price of flats has
fallen by 8% compared to a decline of only 2%
in the price per sqg m of detached properties.
The price of flats remains higher on a per sgm
basis than that of terraced houses. This is
likely to constrain flatted developments in the
near future, since the evidence is that terraced
housing is a more attractive type of property to
buyers than flats.

Figure 5: CHANGES IN PER SQUARE METRE VALUES (Six core authorities only)

Aug 2005 (£) Aug 2010 (£) % change
Flats £1,974 £1,921 -3%
Terraced £1,680 £1,788 6%
Semi Detached £1,768 £1,890 7%
Detached £1,968 £2,149 9%

Source: Hometrack & DTZ
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Rental market remains buoyant as unintentional landlords enter the market

Letting agents® in the PUSH area report that
rents have continued to rise over the last year.
However data collected in connection with the
setting of Local Housing Allowances (LHA)
indicate that rents have fallen slightly by 0.3%
in the broad market areas of Southampton and
Portsmouth  but have risen 3.5% in
Winchester. The LHA data is a measure of
what is actually happening in the South
Hampshire rental market as it reflects actual
agreed lettings rather than asking prices and
therefore reflects what renters are actually

paying.

Figure 6 shows typical annual rental costs in
the private sector, the housing association and
local authority sectors. The income that would
be required to afford housing in each sector,
without the assistance of benefit, is calculated
using the assumption that rents are affordable
if they account for no more than one third of
gross incomes.

The market in the sub-region is diverse,
catering for would-be first time buyers,
students, military personnel or those linked to
the military. Families are increasingly ‘breaking
the chain’ by selling their homes and renting

Figure 6: COMPARING RENTAL COSTS

before buying their next property. Agents
report an increasing number of ‘unintentional’
landlords. These are people who have tried to
sell their property and failed to do so, or failed
to secure what they regard as a reasonable
price; and who have decided to move out and
are now letting their property.

Agents have continued to advise Buy-to-Let
landlords to hold stock. There is no
evidence of rental property coming onto
the market in significant volumes.

Repossessed property sold at auction could
represent a significant source of supply of new
rented property. Possession orders and
claims for rental and mortgage arrears
have fallen in every authority over the last
year (see Appendix 3.1). On average
repossession activity has fallen by half.
Repossessions have not reached the peaks
associated with 1990-92 downturn because
interest rates have remained low, and the
banks have been reluctant to force through
repossession. However DTZ expect that the
level of repossessions will rise as
unemployment increases.

Market, Housing Association and Local Authority rental costs 2010 (based on the assumption that
households can afford to spend up to 1/3 of gross income on rent - 6 Core Authorities Only)

Private Rents Housing Association Local Authority
Cost Per Income pa Cost Per Income pa Cost Per Income pa
Annum reguired Annum reguired Annum reguired
Western
PUSH
area £6.100 £24 200 £4 600 £13.900 £3.200 £59.600
Eastern
PUSH
area £7.,500 £22.400 £4.600 £13.700 £3,400 £10,200
PUSH
Sub-
region £7.800 £23,300 £4 600 £13,300 £3.300 £9.900
South
East £7.,500 £22.600 £4.700 £14.000 £3.700 £11.100

Source: Hometrack; CLG; National Statistics ASHE
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Affordability, Incomes and Housing Need

Figure 7: AFFORDABILITY IN SOUTH HANTS STILL HAS SOME WAY TO GO

Ratio of Lower Quartile House Prices to Lower Quartile Earnings, 1998-2009 (6 Core Authorities)
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In terms of measuring access to home
ownership, the government's preferred
measure of housing affordability is the ratio of
lower quartile house prices to lower quartile
earnings. Figure 7 shows housing affordability
in the PUSH sub-region has continued to
improve over the last year although ratios are
still some way above 1999 levels.

The lower quartile house price to earnings
ratio is now 7:1 in the PUSH area. This
compares to the ratio in the South East of 8:1,
so the PUSH sub-region is more affordable
than the South East as a whole. Affordability
has improved during 2009 due to an increase
in earnings and falls in lower quartile house
prices.

Source: Department for Communities and Local Government

Gosport, Southampton and Portsmouth are the
most affordable places to live within the PUSH
area with ratios of 6:1 or under. East
Hampshire, New Forest and Winchester are
the least affordable areas with ratios of 9:1.
This pattern will tend to result in first time
buyers continuing to be drawn into the cities as
prices continue to rise in the higher value
suburban and rural locations.

The average earnings of PUSH residents grew
by 27% between 2002-2009. By comparison,
the earnings of the lowest 25% of earners
grew by only 18%. Over time this disparity in
incomes will mean that households on lower
earnings will be excluded from home
ownership.

Figure 8: LOWER QUARTILE EARNINGS OF PUSH RESIDENTS
Lower Quartile Gross Weekly Individual Earnings, 2003-2009 (6 Core Authorities Only)

Individual Individual Individual % Change % Change

2003 2008 2009 (2008-09) (2003-09)
Western PUSH Area £295 £337 £338 0% 15%
Eastern PUSH Area £296 £324 £353 9% 20%
PUSH sub-region £296 £329 £347 6% 18%
South East £321 £371 £380 3% 19%

Source: ONS Annual Survey of Hours and Earnings
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Figure 9: ILLUSTRATION OF THE SOUTH HANTS AFFORDABILITY GAP FOR 2009
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The example in Figure 9 shows how those on
lower earnings are priced out of home
ownership. House prices are 30% too high in
the PUSH area for a single income household
on LQ earnings to buy. Moreover with current
mortgage terms they would have to be able to
muster a deposit of circa £35,000,
representing almost two year's earnings.

The position is different however for
households with dual incomes. A household
comprising of two people both on LQ earnings
could afford to buy a home in the lower value
areas of the PUSH sub-region. For many,
however, the issue will still be the ability to
build up a substantial deposit to access a
mortgage at reasonable cost. If they can do
this, then the weekly cost of buying a cheap
property is almost identical to that of renting
(see Figure 10)

Figure 10: COMPARING WEEKLY HOUSING COSTS IN PUSH (6 core authorities only)
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Source: Hometrack, National Statistics ASHE
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Figure 11: COMPARISON OF HOUSING REGISTERS PER 1,000 OF THE POPULATION
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Housing Need

Figure 11 shows the numbers of people on
Housing Register per 1,000 of population by
local authority. This only provides a crude
indication of housing need, since authorities
manage their Housing Registers in different
ways, and not all those registered will be in
priority need”.

This headline indicator can be monitored over
time by each authority to track housing need,
though the government plans to allow local
authorities more freedom in managing their
Housing Registers. This will further reduce the
scope for meaningful comparison of housing
need between authorities based on Housing
Register data.

The number of people on Housing Registers,
which includes all households wishing to rent a
local authority or housing association property,

Source: CLG HSSA

has grown by 73% over the last 10 years (see
Figure 12). In South Hampshire as a whole
there are 82 households per 1,000 on waiting
lists (2009 80 per 1,000).

There are some 21,600 Housing Benefit
claimants in the six core authorities living in
the private rented accommodation,
representing 31% of all Housing Benefit
claimants in the area. Recently announced
changes to Local Housing Allowance and
funding to universities could produce quite
significant changes in the use of private rented
accommodation by low income groups
(including students) for example expanding the
demand for shared accommodation for those
under 35 and reducing demand from students
if more students live in the family home or
study part time.

Figure 12: SUBSTANTIAL NUMBERS OF HOUSEHOLDS IN HOUSING NEED
Households on Local Authority Waiting and Transfer Lists per 1,000 Households (6 Core Authorities)

Change 1999 Change
1999 2009 2010 10 5000.10
Western PUSH Area 36 133 140 288% 5%
Eastern PUSH Area 52 48 38 -27% -21%
PUSH sub-region 45 85 82 73% -4%

Source: CLG HSSA
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DTZ anticipate an increase in concealed
households as young adults and couples find it
difficult to access housing because of tighter
mortgage conditions and uncertain job
prospects. The  possibility of rising
unemployment and increasing repossessions
may be another source of increased demand
for social rented accommodation. However,
the extent to which public sector reductions in
overall employment will lead to higher
unemployment is uncertain because the speed
of private sector job creation is hard to predict.

The supply of new social rented properties will
slow, both as overall funding for affordable
housing is reduced, but as the NAHP is
switched away from social rented homes to the
proposed Affordable Rent programme. It
remains to be seen what type of households
are to be housed under the new proposals.

For the PUSH authorities it will remain a
priority to maximise the provision of new
affordable homes. Authorities with retained
housing stock will want to consider whether
the reforms to the Housing Revenue Accounts
allow them to develop or fund development of
new affordable homes. Other authorities may
wish to explore whether prudential borrowing
and land in public ownership can help deliver
additional affordable homes. All of the PUSH
authorities will want to ensure that s106
policies are used as effectively as possible to
secure additional affordable housing.

Demand For Intermediate Products

A proportion of those on housing waiting lists
have registered for low cost home ownership
products (approximately 8%). There are
currently around 3,600 households actively
looking at intermediate affordable housing,
according to Radian Housing Group (formerly
Swaythling Housing Society)’> the Homebuy
agent for the PUSH area. Three quarters of
those on the register are under 40 and
required one or two bedroom properties.

The number of people on the register has
fallen by 400 over the last year. This decline is
attributed to the withdrawal of products like
Open Market Homebuy which allowed eligible
purchasers the opportunity to buy an
appropriate existing home of their choice. The
supply of intermediate homes has halved over
the last year and the range of different
intermediate  housing products is much
reduced according to Radian.

Mortgage availability for Low Cost Home
Ownership products is improving. Major
lenders such as the Leeds Building Society,
Halifax, Abbey and Nationwide are now
lending at an 85% loan to value ratio for
shared equity products. Radian now report that
demand exceeds supply and that it can sell
properties off plan, as they were able to do
during the height of the market. The chart in
Appendix 3 shows how inquiries for
intermediate housing are running at a higher
level than previous years.

Figure 13: DEMAND FOR LOW COST HOME OWNERSHIP IN 2010 (6 Core Authorities)

Numbers Current Tenure
Actively | Family/ | Social | Owner Shared/ Private
Looking | Friends | Rented | Occupied | Ownership | Rented Other
Western PUSH
Area 1,964 33% 9% 7% 1% 44% 5%
Eastern PUSH
Area 1,629 36% 7% 9% 1% 39% 8%
PUSH sub-region 3,593 34% 8% 8% 1% 42% 6%

Source: Radian, the HomeBuy agent responsible for marketing intermediate products in Hampshire
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New Housing Supply in South Hampshire

Delivery of new dwellings has fallen
significantly over the past year in the PUSH
sub-region but completion rates vary quite
significantly across the PUSH area (see
Appendix 1). There has been a slight shift
towards building larger properties.

In total some 3,400 new dwellings were
completed in 2009/10 in the PUSH sub-
region (2,973 net of demolitions). The
overall number of completions is down
22% compared to the figure for 2008/09.
PUSH has in the past set a target for
completions of 4,000 new dwellings pa, but
this is now subject to review.

Over two thirds (71%) of completions in 2009-
10 were one and two bedroom properties, a
slight decrease in the proportion delivered
since last year. Fewer dwellings of every size
were completed in 2009/10 than the previous
year, with the exception of two bedroom
properties. Around 1,000 new two bedroom
properties were completed in both 2008 and
2009 by developers and housing associations,
suggesting that these properties are still selling
in the current market. The completion of flats
has, however, fallen by around 24% over the
past year.

Affordable Housing Completions

Around 940 (828 net) affordable homes were
completed in 2009/10. This is 412 fewer units
that in 2008/09, a fall of 30%. The output of
affordable homes accounts for 28% of total
completions. Social rented units account for

60% of all affordable housing completions,
with 28% for shared ownership or shared
equity 5% for intermediate renting (see
Appendix 3 for further information).

Over the last year, completions in affordable
housing in the Eastern area have fallen by
63%. In contrast the Western area has
increased delivery by 27%. The proportion of
all completions delivered as affordable housing
varies substantially across individual districts
ranging from 8 per cent in East Hampshire to
47 per cent in Southampton.

The majority (82%) of affordable
completions were of one and two bedroom
properties. The counterpart of this is that 18%
of new affordable homes had at least three
bedrooms. The PUSH authorities need to
continue to monitor the need among those in
priority need for family accommodation, and

whether provision of more family
accommodation would free up smaller
properties.

DTZ expect completions of affordable housing
to decline in the near future, as the output of
the private sector remains depressed and as
less government funding is made available for
affordable housing. Reduced levels of funding
will impact on the future ‘pipeline’ of
development and result in fewer completions
in the future over the coming years. The
Government itself expects the provision of
affordable housing nationally to fall from
around 50,000 pa to 37,500 pa over the next
four years.

Figure 14: NEW HOUSING COMPLETED BY TYPE OF DWELLING 2009/10°

All Dwellings Affordable Dwellings (AH)
PUSH Total Gross Total Gross AH as % of all
Area Flat | House (Net) Flat House (Net) completions
Western 62% | 38% | 1,860 (1,624) | 68% 32% 660 (601) 37%
Eastern 59% | 41% | 1,545 (1,349) | 81% 19% 278 (227) 17%
PUSH 60% | 40% | 3,405 (2,973) | 71% 29% 938 (828) 28%

Source: Hampshire County Council
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Housing Supply for an Ageing Population

The number of people over 85 within PUSH is
set to increase from 93,000 to 145,000
between 2006 and 2036, an increase of 56%.
This age group is the fastest growing
component in the population and reflects the
effect of improved health care and healthier
lifestyles. However, it will also mean that there
will be a significant increase in demand for
social care. Independent small scale studies
have suggested that social care expenditure
would need to increase more than threefold
(325 per cent) by 2041 to meet national
demographic pressure (DCLG, 2008). So
clearly the current situation is unsustainable.

In terms of housing and planning policy, it has
been and remains government policy to leave
planning for specialist housing provision for
older people to local authorities and the private
sector. At the national level the overall
completion of specialist housing provision for
older people has fallen dramatically over the
last 10 years. DTZ anticipates that there will be
a growing demand for high quality, private
accommodation with different levels of care
and support.

Evidence from specialist private provider of
older people’s accommodation McCarthy &
Stone, suggest that, if the rate of new
provision remains unchanged, there will be a

shortage of around 62,500 private sheltered
housing units in the UK by 2020 given the
demographic trends. McCarthy & Stone clearly
have a vested interest in making this point.
However these figures indicate potential
demand for housing accommodation that is
targeted at meeting the needs and aspirations
of older people — which is likely to be a
broader range of products than traditional
sheltered housing.

There are currently only around 35,000 extra-
care housing units in England (Wanless
Review, 2008). So there is likely to be a
significant requirement for additional provision.
Given funding constraints, much of the new
supply will need to be delivered with private
sector funding, by a diverse range of
providers, including local authorities, housing
associations and private providers.

The growing requirement for older people’s
housing, with varying levels of care provision,
calls for a strategic approach to provision.
Local planning and housing authorities have
an important role to play in this. PUSH is
ideally placed to ensure that a strategic
approach is taken to providing for the 52,000
additional people over the age of 65 that will
live in the sub-region by 2031.

Figure 15 : Growth in Number of Households aged 65 and over

Increase in
Total Total households
Number of number 65+ years as
households | households Absolute Absolute percentage
2006 aged 2031 aged increase increase all of total
over 65 over 65 over 65s ages household
(thousands) | (thousands) | (thousands) | (thousands) growth
Western PUSH area 35 53 18 46 39%
Eastern PUSH area 58 92 34 57 60%
PUSH sub-region 93 145 52 103 50%
South East 926 1,541 615 978 63%

Source: DCL
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Concluding Remarks

Over the period July 2009 to June 2010 the housing market in the PUSH sub-region has
experienced a modest recovery. Sales volumes and prices have risen. There has also been
positive news on the economy, with unemployment lower and economic activity rates up.

However the housing market remains very far from ‘normal’, if normal is defined as the features of
the housing market in the decade to 2010. Sales volumes remain only 60% of long term averages;
mortgage lending at the national level remain very depressed, and first time buyers are required to
find at least a 20% deposit if they are to secure a mortgage at a competitive rate (although shared
equity products are more affordable with deposits of 15%).

The mismatch between what owners can potentially afford to pay and current asking prices could
well lead to increases in private rental stock coming onto the market. Proposals contained in the
consultation paper Local Decisions: a fairer future for social housing will place the private rented
sector in a more central position to meet housing needs. At the same time local authorities will
have a new strategic role to develop strategic policy on tenancies. This will set out broad objectives
to be taken into consideration by social landlords on the granting and reissuing of tenancies (i.e.
the criteria for the use of flexible tenancies, lifetime tenancies and access to affordable rented
homes). This offers the potential to plan strategically how scarce resources are used.

The economic outlook is uncertain. While the national economy is forecast to grow, with an
expected reduction in 350,000 public sector jobs over the years to 2015, and significant reductions
in public sector spending, the outlook for jobs and earnings is very uncertain. This uncertainty will
have an impact on the housing market, affecting the confidence of potential buyers, lenders, and
housebuilders.

The likely consequences for the PUSH area in the year to come are as follows:

- Unemployment to start to rise and earnings growth to fall

- Housing sales volumes to remain below their long term average

- House prices to be flat overall — though this will vary by area and type of property

- Significant numbers of first time buyers to be frozen out of the home ownership market by
requirements to find a large deposit

- Growth in the number of households renting in the private sector

- Rising numbers of households in housing need

- At best a maintenance of last year’s rate of housing completions, with a strong possibility
of a fall in housing completions

The years ahead present challenges and opportunities for the housing and planning authorities
arising from the policies of the new government. Key points to note are:

- A more than 50% reduction in the funding available per annum for affordable housing

- Launch of the ‘Affordable Rent’ programme, involving development of new homes to be let
at a maximum of 80% of market rents, in place of development of social rented housing

- Changes to the Housing Benefit system, including changes to the basis of calculation for
Local Housing Allowances, and introduction of LHA caps

- Abolition of the Regional Spatial Strategies, and launch of a new planning system which
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will require local authorities to determine their own housing targets

Introduction of the New Homes Bonus, a payment to local authorities linked to housing
completions, including empty properties brought back into use

Reform of the Housing Revenue Account which may open up the possibility for local
authorities with retained housing stock to fund development of new affordable housing

In light of these changes in the market, and the policy and funding environment DTZ would identify
the following priority areas for action by PUSH and its constituent local authorities:

The need to strive to maximise provision of affordable housing. This will entail:

0 quickly establishing the role the Affordable Rent programme can play in meeting
housing needs, and working with Registered Providers to bring forward pilot
schemes

o for authorities with retained housing stock investigating the opportunities for
developing new affordable housing created by reforms of the Housing Revenue
Account

o for all authorities, consideration of how public land can be used to enable
development of affordable housing, perhaps mixed with use of prudential
borrowing powers or S.106 commuted payments

0 ensuring that the s106 system delivers the highest level of affordable housing
consistent with viability

0 consider the use of commuted payments and New Homes Bonus payments to
support affordable housing delivery by funding enabling development or providing
direct finance (grant, loans or equity investment)

Providing certainty for the housebuilding sector by establishing the new planning
framework for provision of new homes. In establishing targets for local housing provision,
due consideration needs to be given to the scope to secure necessary affordable housing
development by enabling private sector development.

The development environment for new housebuilding may remain difficult for many years
if mortgage lending remain constrained. Authorities will need to work closely with
developers if they are to achieve their housing targets. The difficult development
environment needs to be reflected in the range of sites identified for residential
development

Monitoring the demand for private rented housing particularly in the light of the changes in
the Housing Benefit system on housing need and rents, changes to student funding,
expansion of buy to let and continued access to the housing market due to need for high
deposits. With further growth in the Private Rented Sector expected over the next 5 years,
local authorities need to increase their understanding of the PRS.

Monitor the needs of housing for Older People to address the ageing population. There is
scope to tie residential developments for older people into city and town centre
regeneration schemes.

Develop a common framework across the PUSH area for a strategic policy on tenancies to
maximise the use of affordable housing; this reflects the new requirements being placed
on local authorities set out in the CLG document ‘Local Decisions: a fairer future for social
housing'.
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! Professor Christine Whitehead (LSE and Cambridge Centre for Housing Research) is one of a number
of academics to model this relationship

2 Middle Super Output Area (MSOA) - Minimum population 5,000; mean 7,200. Completed from groups
of Lower Layer SOAs and constrained by the 2003 local authority boundaries used for 2001 Census
outputs.

s Lettings agents consulted in October 2010 were: Pearson, Southsea; Fry & Kent, Portsmouth;
Chapplins, Havant; Cryers, Southampton; Fairhills, Gosport; Morris Dibbens, Southampton.

* This is not an accurate measure of housing need since a proportion of households in the sub-region
will be registered on more than one waiting list and some of those on the waiting lists will not be in
priority need. Portsmouth now operate a choice based lettings system rather than a housing register,
therefore there comparisons are therefore not always like for like. Housing Waiting List figures can be
affected by operational changes eg the implementation of Choice Based Lettings as has happened in
Portsmouth or reviews of waiting lists which can cause numbers to drop sharply before building up to
previous levels. For example, re-registration occurs once every 6 months for the Low Cost Home
Ownership register. Ideally re registrations of all lists would occur simultaneously every six months to
allow for a consistent comparison to be made between all authorities.

® The Government's agent for low cost homeownership products within Hampshire, responsible for
marketing of, and access to, intermediate housing e.g. shared ownership

® Note that Hampshire County Council’s figures differ slightly from those on authority’s HSSA returns but
Hampshire County Council data is used here for consistency in comparing the figures to total
completions.
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