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Housing aspects of the recession in SE London
This paper summarises areas the impacts of the recession relating to housing in the sub-region and explores areas where joint working through the South East London Housing Partnership is already underway, or is planned to help to ease the effects. 
Main impacts of the recession
Availability of finance

The era of 100% mortgages came to an end and far tighter controls on credit were introduced. This had the effect of making it impossible for many households who would previously have entered home ownership to do so, with deposits of around 25% now being the norm as shown in Figure 1. 
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Figure 1: Source: Bank of England national data from Hometrack, last updated June 2010.

Even with shared ownership housing, where the deposit (at 25% of the share bought) is much lower, there was a big impact. Households with limited, or no savings, or with insecure employment or less than perfect credit histories found they were unable to borrow.

Banks and financial institutions also took the opportunity to renegotiate less favourable deals on development finance with developers and Registered Social Landlords (RSLs).

Reduction in supply of new housing

The main impact of the recession on new house building was to bring a halt or slow down to many schemes on site or in the pipeline. Developers were unwilling to bring forward schemes for outright sale, and there was a similar impact on shared ownership units, as a decrease (or in many cases an expected decrease) in values, linked with more expensive borrowing, meant that schemes were no longer viable. Figure 2 shows the slump in new build and second hand home sales.
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Figure 2: Total volume of housing turnover in London (travel to work area) by type. Source: Land Registry data from Hometrack, showing sales to end March 2010.

This led to tenure switches on many schemes, with outright sale or shared ownership switching to social rented or intermediate rented housing. The Government also announced a Housing Stimulus package of funding to help kick-start stalled housing developments in the April 2009 Budget. This included £100 million for local authority new build, investment support for infrastructure and upfront development costs and additional support through the National Affordable Housing Programme (NAHP) for new housing for affordable rent and sale (including funding for the HomeBuy Direct 
scheme). Additional funding of up to £500m for the Kickstart Programme was announced as part of the Building Britain’s Future Housing Pledge in June 2009 with a target of unlocking 22,000 homes, of which 8,000 were intended to be affordable. However, following the general election the Homes and Communities Agency (HCA) put on hold all 108 kick-start round two approved allocations that were not yet signed-off pending the emergency Budget on 22 June.
Reduced resale activity 
There was a marked decline in sales with far fewer houses coming onto the market (also demonstrated in Figure 2). The uncertainty about prices and jobs led people to delay moving and the reduction in the availability of finance meant less first time buyers. There may have been a limited increase in ‘reluctant landlords’ in the private rented sector as developers and home-owners decided to rent out their property rather than sell. However, the appetite for buy-to-let dropped markedly and buy-to-let mortgages were effectively withdrawn.

Repair and improvements to existing properties

In the South East London sub-region there is some anecdotal evidence of private sector landlords, as well as vulnerable households in the private sector being less able to carry out essential maintenance to their properties, due to lack of finance, or losing their jobs etc.

There has been less take up by owner occupiers of the equity loans available from boroughs (through SELHP funding) for improving their homes. It is thought that there is continuing uncertainty about house prices and people are unwilling to eat into their equity. There has also been a rise in the numbers of families applying for these loans, who often don’t have the level of equity needed in their property to make this a viable option.

Owners and developers of empty properties are finding it difficult to raise finance for their projects and more are applying for SELHP-funded empty homes grants. the average unit cost of the grants has increased.

Social consequences

Repossessions

Figure 3 shows that the widely anticipated numbers of repossessions did not actually occur, partly because of successful measures to persuade lenders not to repossess unless absolutely necessary. 
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Figure 3: Possession claims issued and claims leading to orders being made in the county courts for the SE London boroughs. Source: Ministry of Justice data from Hometrack, last updated Feb 2010

The provision of debt advice and low interest rates also helped. Mortgage rescue has played a part, but most cases have been resolved through successful intervention and have not needed to go through a formal mortgage rescue transaction with an RSL. There is still concern that repossessions may rise if the downturn continues or if interest rates rise. 
Homelessness

There has not been a significant rise in the numbers of homeless as a result of the recession. There have perhaps been some cases were the households were very marginal home owners. One effect of the recession is that adult children are remaining at home with their parents. Nationally, the average age of a first time buyer, without any parental support, is now 37.

Unemployment

Figure 4 shows that unemployment has risen in all five boroughs. 
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Figure 4: Source: Office of National Statistics from Hometrack, last updated Jan 2010

Consequently there are many more job-seekers are on the market, many of them well-qualified. As a result those who were already the furthest away from the jobs market will find it even harder to find employment. Housing providers are in the front line in tackling unemployment amongst their residents through employment and training schemes and RSL initiatives. 

Future implications: Reduction in public funding
Without doubt, one of the biggest impacts will be the reduction in public funding available over the next few years as a result of the recession. This has already been felt in areas such as Kickstart, National Affordable Housing Programme and Future Jobs Fund cuts, but it is likely that there will be a wider and long term impact on housing budgets in all areas as well as job cuts and pay freezes in the sector.

Table 1 summarises some of the current implications and work that SELHP is already planning, or could do:
Table 1
	Recession effect
	Impact on SELHP 
	Areas of joint work
	Current status

	Availability of finance
	Households cannot obtain mortgages or raise deposit
	Work with RSLs to bring more lenders on board.


	The intermediate group is working with HCA to progress this.

	Availability of finance
	Traditional shared ownership no longer suitable as the ‘sole’ intermediate model. % of take-up by priority groups is falling.
	Exploration and development of models with flexibility to meet a variety of intermediate needs, such as rent before you buy – to be taken account of in new intermediate housing strategy. 
Work with HCA on use of local authority Cash Incentive Scheme grants in conjunction with shared ownership purchases and overcoming the “double subsidy” barrier.
	A new SE London Intermediate Strategy has been drafted and is awaiting approval.
Intermediate group has now agreed this with the HCA. A simple pro-forma for each case will be used.

	Reduced resale activity 


	Shifts in tenure patterns 
	Keeping the Strategic Housing Market Assessment (SHMA) data up to date and relevant, especially highlighting changes in tenure patterns. Providing housing market information for boroughs. 
	A twice yearly SE London market analysis is produced in May and November. 
Housing market information is available to boroughs on request.

	Reduced resale activity 


	Understanding buy-to-let market
	Commission a review of the current nature and role of the buy to let market in SE London.
	A 2009-10 buy to let action plan was produced. A review is to be commissioned by the strategy group.

	Repair and improvements to existing properties
	Lower take-up of SELHP-funded equity loans, plus take up by families with low equity
	Since April 2010, allowing up to £3,000 of loan to be offered as a grant as an incentive to take-up. Increasing funding to Handyperson Plus scheme to allow small repairs up to £3,000 to be covered for vulnerable home owners.
	Already operational.

	Repair and improvements to existing properties
	Higher cost per unit for SELHP-funded empty homes grants
	SELHP introduced loans for empty properties in 2009, which may be offered in addition to grant, and will continue to encourage the use of loans.
	Already operational.

	Repair and improvements to existing properties
	High demand for ‘green’ initiatives. 
	Ensure good links between programmes (e.g. Coldbusters
 and Re:new
) and also ensure that employment and training opportunities through the programmes are maximised.
	The carbon reduction group and RSL employment and training forum are working to increase co-ordination of RSLs’ work on carbon reduction and employment and training and will review what has been achieved.

	Repossessions
	Increase in RSL possessions
	Update the directory of debt and money advice and access for RSL tenants and offer training about financial inclusion to RSL officers.
	Further training has been offered to RSLs.

	Repossessions
	Increase in owner occupied repossessions
	Maintain liaison with RSLs about mortgage rescue and continue monitoring level of possessions.
	The intermediate group is continuing to support and facilitate mortgage rescue for a further 40 SE London households.

	Homelessness
	Increased homelessness
	Further work around prevention and promoting alternatives, links with private sector etc.
	The Homelessness group is responsible for delivery of peer education sessions, protocols on rehousing survivors of domestic violence and ex-gang members.
The Private sector group is looking at using website and publications to engage with landlords; exploring options for greater use of private rented sector such as local lettings agencies.

	Unemployment
	Increased unemployment
	Helping people into employment via co-ordination of local authority and RSL schemes across sub-region, identifying and sharing good practice. 
	The RSL employment and training forum maintains a directory of RSL training and employment schemes in SE London and meets quarterly. An information sharing webpage is to be produced. In conjunction with the REAP project board it is responsible for delivering the Retrofit Employer Accord (REAP)
 scheme and for seeking employment and training opportunities within other SELHP and partners’ projects. 

	Reduction in public funding
	Less grant for new homes. Need to make better use of existing stock.
	Ensure delivery of sub-regional  schemes such as extensions and deconversions, the Settled Homes Initiative
 and schemes targeting under-occupation such as ‘Perfect Fit’
 and ‘Homes out of London’.
	The overcrowding co-ordinator is aiming to complete 30 moves through Perfect Fit and move 20 households  through ‘Homes out of London’. 300 homes are to be delivered through the Settled Homes Initiative and 100 lettings generated though the Social Housing Fraud Initiative scheme, as well as delivery of the full programme arising from the GLA extensions and deconversions funding.

	Reduction in public funding
	Less grant for new homes
	Collate good practice around Section 106 cascade mechanisms and viability and investigate other HCA investment models.
	The Development group has set a date for an initial session including investment, development and planning colleagues from boroughs, RSLs and the HCA, with a view to the HCA providing some further viability training. 

	Reduction in public funding
	Less grant for new homes
	Exploring different models of older persons housing, which may free up more existing stock.
	Following completion of the sub-regional SHMA a summary of the housing requirements of older people was produced. A seminar to look at innovative housing solutions for older people is planned for late 2010.

	Reduction in public funding
	Less resources, funding, staff
	Pilot areas for joint procurement of goods (e.g. stairlifts).
	The 2010-11 Action plan has a target to set out options for joint working and shared services. 
Joint procurement of goods and services are considered by partners for all sub-regional programmes such as stairlifts for Handyperson schemes and contractors for Re:new.

	Reduction in public funding
	Less resources, funding, staff
	Taking forward links with health and social care colleagues with a view to working more efficiently.
	Through the LB Lewisham pilot, the borough now has safeguarding champions in all main RSLs. Safeguarding contacts to be invited to co-ordinate sub-regionally to avoid duplication.


Karen Cleverly, SELHP Strategy Co-ordinator, July 2010.






� The ‘HomeBuy Direct’ scheme offers a loan towards up to 30 per cent of a home's price, which has no fees for five years. Open to existing social housing tenants, key workers and first time buyers.


2 ‘Coldbusters’ is a sub-regional grant scheme to install energy efficient heating and insulation measures in private sector fuel poor properties.


3 Re:new is the area-based, cross-tenure programme of home visits to provide energy-saving advice and installation of small measures to improve energy efficiency (formerly known as HEEP)


� A scheme to encourage businesses working on home energy efficiency contracts to offer employment opportunities to local unemployed people


� A scheme where homes are initially let on assured shorthold tenancies at Local Housing Allowance rates but revert to social rented housing after a period of years


� ‘Perfect Fit’ and ‘Homes out of London’ target households under-occupying family homes and match them with good quality homes with fewer bedrooms, so freeing up larger homes
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