Home truths
1. What we really mean when we talk about the housing crisis

Introduction
Since the 1970s we’ve become used to the term ‘housing crisis’ and
it has become a convenient catch-all label that encompasses the myriad
of constantly-evolving socio-economic pressures facing UK residents.
Housing provides a lens through which these challenges become visible.
The housing crisis refers to a whole host of
challenges that stem from massive shifts in our
society, said experts at a recent Barclays round
table. But how can this complex knot of housing
issues be untangled?

“Just build more”
Housing ranks joint-third (22%) in terms of the
biggest issues facing Britain today, according to
Ipsos MORI’s March 2018 Issues Index, eclipsed
only by Brexit (47%) and the state of the NHS
(46%).1 But housing is not an issue that can be
addressed in isolation simply by building more
homes. A comprehensive solution demands the
right types of property, at the right prices, and
delivered in the right locations – led by demand
and supported by surrounding infrastructure.

What are the solutions?

For those facing higher housing
and living costs, tougher mortgage
lending criteria and meagre wage
growth, affordability – not availability
– is often the biggest barrier.
To gain a holistic, constructive view of housing
needs and how they can best be met, Barclays
assembled a panel of experts with inside
knowledge of serving diverse markets in the
housebuilding sector. Our panel looked beyond
the customary headlines about frustrated firsttime buyers to open a rich and inspiring dialogue,
touching on the latest industry thinking in
the UK and overseas.
While acknowledging the pain of young people
struggling to get on the property ladder, we set
out to examine the interlinked housing issues
in which we are all implicated – people in every
generation and income level, living in every
region, urban and rural.

Our first article in the series addresses the question
of what we really mean by the housing crisis
and how we got to this situation. The next article
will explore the housing issues for all age groups
in society.
I would like to thank our contributors for lending
their time, expertise and frank opinions to this
exercise. I hope their views will encourage
further debate, and possibly even action, which
will ultimately help make the housing crisis –
or crises – a thing of the past.

Dennis Watson
Head of Real Estate
Barclays Corporate
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What we really mean when
we talk about the housing crisis
Few would dispute that the UK today is in the grip of
a housing crisis. But those who use the term are often
referring to different problems.
Affordability
Most debate is focused on the plight of
would-be first-time buyers. The affordability
barriers they face are continuing to grow.
In 2017, full-time workers could expect to spend
around 7.8 times their annual earnings on buying
a home, up from 7.6 times in the previous year.2
Recent research suggests the average single
first-time buyer needs to save for over a decade
to raise a 15% deposit; couples need to save
for five years. In London, the saving time is 17
years for singles and eight years for couples.3
The long-term impact of the credit crunch,
combined with house price growth, are key
factors in the quandary facing first-time buyers
unable to afford a mortgage, says Lucian
Cook, Savills’ Director of Residential Research.
Little wonder that many are giving up on
the dream of home ownership. Having risen
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Rent vs income
Monthly private rent as
a percentage of salary

consistently for several years, the number
of non-owners who aspire to own a home
fell from 73% in 2016 to 71% in 2017. That
equates to over a quarter of a million people.4
Renters face their own affordability hurdles.
A typical worker in England could expect to
spend 27% of their monthly salary on private
rent in 2016. Monthly private rental as a
percentage of salary ranged from 23% in
the North East to 49% in London.5

London

North East

23%

Soaring rents and a decline in social housing
have led in turn to rising homelessness. The
number of homeless families and individuals
placed in temporary accommodation jumped
to 78,000 in 2017, representing a 60% rise
since 2012.6 The charity Crisis warns that based
on current trends, the number of households
living in B&Bs, hostels and other temporary
accommodation is set to hit 100,000.

49%
England average

27%
Source: Office for National Statistics
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Stock and supply

England’s housing gap

The lack of affordability in the market is what
makes the ‘just build more’ mantra inadequate
as a sole solution. But there is undoubtedly a
mismatch between the number of households
aspiring to own homes, and the number of
homes available.
In 2017 the number of people living in the UK
exceeded 66 million for the first time. An average
of 210,000 new households are projected to form
in England every year between 2014 and 2039.
In 2016/17, total housing stock in England
increased by around 217,000 homes: 15% higher
than the previous year, but short of the estimated
240,000-250,000 new homes needed to
keep pace.7
This has been exacerbated by the decline in
local authority housebuilding since the 1970s.
Scotland is the only nation to have seen a
notable increase: 7% of Scottish housebuilding
was completed by local authorities in 2016/17,
compared to 1% in England and Wales.
Housing associations have filled some of the
gap, making up slightly less than a quarter of
all housebuilding.
Like other experts at Barclays’ round table,
Stephen Conway, Executive Director of Galliard
Homes, takes issue with blame being heaped on

2014-2039

210,000
new households
to form per year

2016-2017
total housing stock
increased by

217,000
90%

of the minimum
estimated requirement
of 240,000 homes

Source: UK Parliament
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housebuilders for failing to produce enough new
stock. “Housebuilders build to the level they can
sell; if they were selling more, they would build
more,” he says.

Lucian Cook agrees: “There’s a
massive lack of understanding of
the housebuilding system and the
pressures it is under to deliver housing
across a broad spectrum – some of
which it’s not set up to do.”
The role of Help to Buy
Some have argued that the government’s Help
to Buy scheme has muddied the waters here,
because some housebuilders have become
heavily dependent on it. And indeed, the public
perception of Help to Buy has been tarnished by
suggestions that housebuilders have profited
excessively from it.
“There is no doubt it served a purpose,” Cook
says of the scheme. “But it is often, though not
exclusively, helping people in a certain income
bracket get on the housing ladder.”

A ‘broken’ planning system?
The planning system has a critical role to play
in ensuring more efficient introduction of new
housing stock. Conway sees that system as
‘broken’: his experience suggests that while
technical permission for housebuilding can be
granted within a year, some planning authorities
can hold up the process further by discussing prestart conditions.
Alex Notay, Build to Rent Fund Director at Places
for People Capital, points to the decline of training
programmes for planning committee members,
who are expected to deal with complex issues.
She also notes that: “Planning officials are
implementing the system as it is yet the system is
not fit for purpose. It’s easy to criticise but no one
is being bold enough to adapt it.”
She and others on the panel suggest that this
issue is exacerbated because skilled planners
in local authorities are often recruited by other
firms in the wider housebuilding industry.

Regional crises

The housing crisis has evolved in different forms
Conway believes that housebuilders are equipped around the country. Londoners are notoriously
to withstand a phasing out or removal of Help
disadvantaged. Soaring housing and living
to Buy: “You will see a slowdown in turnover, but costs are driving them out of the city in droves:
balance sheets are strong now for the majority
90,000 left in 2017, driven by rising numbers
of housebuilders.”
of people in their early 30s, according to the
Resolution Foundation.8
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Cities such as Brighton, Bristol, Oxford and
Cambridge are starting to see similar levels
of price growth. And crisis prevails even in the
North and Midlands, where prices have not
soared so high.9
The proportion of young families owning their
home has halved in West Yorkshire and Greater
Manchester since the 1990s. And the stock of
affordable housing in most areas outside
London is under pressure too.

The cult of ownership
In Britain, home ownership remains something
of a cultural obsession. Despite affordability barriers,
aspirations for home-ownership are still strong
across the UK – slightly stronger in Wales and a
little weaker in Scotland, in part echoing existing
tenure patterns.10
Alex Notay agrees that wider attitudes are part of
the problem: “We’ve created a cultural fixation with
home ownership as a marker of success. There’s a
perception that if you’re renting, you have somehow
failed, or you’re throwing money down the drain.”
Meanwhile the affordable sector has long been
at the mercy of different political approaches. The
current government’s strong homebuilding agenda
“has been very closely linked to home ownership,
possibly at the exclusion of a wider range of
tenures,” says Cook.
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What are the solutions?
There are numerous issues in play when the term ‘housing crisis’ is used in this
country, but with collaboration the sector is starting to implement new solutions.

Rebalance regions

Reduce reliance

Make moving on easy

Affordability and mortgage
availability is likely to remain
an issue for homebuyers.
However, further efforts
towards economic
rebalancing would help
regions to prosper and meet
local housing demand.

The phasing out of Help to
Buy could allow new models
and tenures to thrive. If local
authorities and housing
associations step in, this
might allow a new ‘normalised’
level of supply and pricing
to become established.

Older people should get the
support to downsize at the
time of their choice, through
tax incentives and a greater
range of quality homes.

Think tenures

Adapt planning

Support for a wider range of
tenure options, such as Build
to Rent, as embraced in the
government’s recent Housing
White Paper, will help to
accelerate new homebuilding.

The planning system must
become more flexible and
responsive to new tenures,
with additional training for
decision-makers.
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Delving deeper
Barclays’ expert panel has helped to draw up a further
four articles focusing on aspects of the housing crisis
in detail, and offering potential solutions to break the
current cycle. The articles cover:
•
•
•
•

How different generations experience the housing crisis
The impact of the recent Housing White Paper
Housing’s social purpose and the need for community
Inspiring lessons from other countries’ experiences.

To find out more about how Barclays can
support your business, please call 0800 015 4242*
or speak to your local Relationship Director.
¹Ipsos MORI (2018) Brexit and the NHS top Britons’ concerns, with worry about housing rising. Available at www.ipsos.com/ipsos-mori/en-uk/brexit-and-nhs-top-britons-concerns-worry-about-housing-rising
2

Office for National Statistics (2018) Housing affordability in England and Wales: 2017. Available at www.ons.gov.uk/peoplepopulationandcommunity/housing/bulletins/housingaffordabilityinenglandandwales/2017
Hamptons International (2018) ‘First-time buyers need 10 and a half years to save for a deposit’. Available at www.hamptons.co.uk/news-research/press-releases/june-26-2018/
4
Home Owners Alliance (2017) ‘Over 250,000 have given up on the dream of homeownership’. Available at https://hoa.org.uk/2017/05/250000-given-up-dream-homeownership/
5
Office for National Statistics (2017) Housing summary measures analysis: 2016. Available at www.ons.gov.uk/peoplepopulationandcommunity/housing/articles/housingsummarymeasuresanalysis/2016#affordability-of-private-renting
6
Crisis (2018) The Homelessness Monitor: England 2018. Available at www.crisis.org.uk/ending-homelessness/homelessness-knowledge-hub/homelessness-monitor/england/the-homelessness-monitor-england-2018/
7
UK Parliament (2018) Tackling the under-supply of housing in England. Available at https://researchbriefings.parliament.uk/ResearchBriefing/Summary/CBP-7671
8
Clarke, S. (2018) ‘Poor productivity and high housing costs are driving a ‘living standards exodus’ from London’, Resolution Foundation, 27 June. Available at www.resolutionfoundation.org/media/blog/poor-productivity-and-highhousing-costs-are-driving-a-living-standards-exodus-from-london/
9
Judge, L. (2017) ‘Home ownership for young families has halved in West Yorkshire, Greater Manchester and Outer London since the 1990s’, Resolution Foundation, 19 May. Available at www.resolutionfoundation.org/media/blog/homeownership-for-young-families-has-halved-in-west-yorkshire-greater-manchester-and-outer-london-since-the-1990s/
10
Council of Mortgage Lenders (2016) ‘Home-ownership or bust?’. Available at www.cml.org.uk/news/cml-research/home-ownership-or-bust-consumer-research-into/
3

*Calls to 0800 numbers are free from UK landlines and personal mobiles, otherwise call charges may apply. To maintain a quality service we may monitor or record phone calls.

barclayscorporate.com

 @BarclaysCorp
 Barclays Corporate Banking
The views expressed in this report are the views of third parties, and do not necessarily reflect the views of Barclays Bank PLC nor should they be taken as statements of policy or intent of Barclays Bank
PLC. Barclays Bank PLC takes no responsibility for the veracity of information contained in third-party narrative and no warranties or undertakings of any kind, whether expressed or implied, regarding
the accuracy or completeness of the information given. Barclays Bank PLC takes no liability for the impact of any decisions made based on information contained and views expressed in any third-party
guides or articles.
Barclays Bank PLC is registered in England (Company No. 1026167) with its registered office at 1 Churchill Place, London E14 5HP. Barclays Bank PLC is authorised by the Prudential Regulation Authority,
and regulated by the Financial Conduct Authority (Financial Services Register No. 122702) and the Prudential Regulation Authority. Barclays is a trading name and trade mark of Barclays PLC and
its subsidiaries.

