
A burst bubble, but no relief

The changing market is only increasing 
social housing need.

Anyone who believes the bursting of the housing market bubble will

cure England's housing crisis is sadly mistaken.

With affordability problems rife, mortgage arrears increasing, and

repossessions set to reach 45,000 homes this year, even more

people are turning to housing associations and councils for help.

• Nearly 1.7 million households are now registered as in need 

of a social home.

• Only 75% of the new homes required are being built each year.

• The credit crunch is preventing affordability from improving for

first time buyers, even as house prices fall.

In 2007, affordability worsened as house price growth outpaced

income growth once again. And a rapid market upturn from 2011, 

as shown by our latest commissioned market forecast from Oxford

Economics, will erode affordability further. 

The average house price is expected to be nearly 25% higher in 2013,

with an average price of £274,700 compared to £222,600 in 2007.

Lower private sector completions this year will also store up greater

supply-demand imbalances for the future and limit the social

sector's ability to deal with additional housing need. This situation

will be exacerbated by the fact that at least 223,300 households are

expected to form each year to 2026.
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• The average house price in England in 2007 was £222,621. 

The average income (based on home address) was £19,822.1,2

• House prices cost 11.2 times incomes last year, compared to 

10.7 times in 2006. 1,2

• The cheapest homes in the market (lowest 25% of prices) 

cost £127,000 or 6.4 times incomes.1,2

• Cheaper homes in the market cost over four times local median 

incomes in all but five local authority areas in the country.1,2

• House prices rose 10% or more in over a fifth of areas last year, 

including most parts of London.1

• First time buyers will need to raise money for deposits and fees 

equivalent to more than 100% of their annual take-home pay to 

cover the rising upfront costs of buying a house.3

• Repossessions are expected to rise to 45,000 homes in 2008, 

up 66% on the 2007 figure of 27,100.4

• The proportion of Buy to Let landlords who are three or more 

months in mortgage arrears grew 50% in the year to March 

2008. Growing financial problems among landlords could see 

30,000 or more properties sold out of the private rented sector.4,5

The affordability crunch

In 2007, unaffordability reached new levels, 
but despite the current downturn the problem
remains intense.
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The impact

The credit crunch has changed conditions in the housing market.

But the impact on the affordability of homes for first time buyers

and others has been minimal. 

Lenders are rebuilding their balance sheets partly by increasing 

the cost of mortgages and demanding higher deposits, particularly

from those with least equity. Demands for 25% deposits are now

common and Bank of England interest rate reductions and liquidity

injections have done little to loosen mortgage lending terms.

First time buyers are consequently in as difficult a position as they

were at the height of the market. While prices have started to drop

in 2008, our figures show affordability is still hugely constrained.

Last year the house price gains of the earlier part of the year easily

outstripped the losses of the last few months. The average house

price rose almost £16,000 compared to 2006. 

Meanwhile, growing signs of financial problems for home owners

and landlords mean our limited social housing stock faces even

greater strain. We can expect to see many repossessed households

seeking help in the social market and losses from the private

rented sector and rising rents will push more people towards 

social housing. 

The changing market has yet to improve
affordability.
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England’s housing market in 2013

This year's Oxford Economics (OE) market forecast for the next 

five years commissioned by the Federation states:

• The average house price in 2013 will be £274,700 compared to 

£222,600 in 2007, a rise of just under 25%.

• House prices are forecast to fall during 2009 and start to recover 

in 2010.

• The pace of recovery quickens from 2011, with prices rising over

9% a year in 2012 and 2013 as longer term supply-demand 

imbalances come back into play.

• If the employment market remains reasonably robust, it will 

provide an important base for the housing market.

Despite the current downturn, average house
prices are expected to be nearly 25% higher 
in 2013.

OE House Prices Forecast (£000’s) 

England

North East

North West

Yorks & Humber

East Midlands

West Midlands

East

London

South East

South West

215.8 218.7 230.0 251.2 274.7
134.7 132.9 137.5 149.3 163.6
155.1 156.2 163.8 178.8 195.6
152.7 152.2 158.4 172.4 188.8
162.0 162.9 171.1 187.7 206.5
161.9 159.6 165.1 179.7 197.6
228.2 233.6 246.9 269.9 294.6
315.0 320.4 340.4 373.6 408.2
277.0 289.0 308.2 337.3 366.6
222.9 226.8 238.6 260.3 283.9

2009 2010 2011 2012 2013Region
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Housing associations are delivering

• Housing associations manage over two million homes for over 

five million people, around one in ten of England's homes and 

population. We play a vital role in the nation's housing.6,10

• Housing associations provide homes across all housing markets 

and tenures. We offer affordable rented homes, sheltered and 

supported housing for older and more vulnerable people, low 

cost home ownership, homes for key workers and increasing 

numbers of homes for market sale.

• Between 2008 and 2011 housing associations will deliver nearly 

160,000 new affordable homes, supplementing over £8 billion of 

public grant with around £12 billion in private borrowings, 

reserves and property sales.6,11

• Last year housing associations delivered over 14,750 homes for 

shared ownership or shared equity purchase, meeting housing 

aspirations affordably and countering the effects of rapid house 

price inflation.6

• Housing associations are key partners in the regeneration 

of failing housing markets in the North and Midlands.

• Housing associations invest millions of pounds every year 

in neighbourhood services as well as homes.12

Housing associations are achieving great
results for local communities.
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• Housing associations have a proven track record of reacting both 

flexibly and innovatively to changing market conditions to deliver 

the social housing the country so desperately needs.

• Housing association rents averaging under £67 per week are 

around half the cost of private market rents, keeping homes 

affordable for people on lower incomes and helping the economy 

remain competitive.6

• Housing associations invest enormous amounts of their money 

in maintaining and improving the quality of existing homes for 

residents. Last year associations spent almost £1.87 billion 

maintaining and improving homes.12

• 87% of housing association homes now meet the Government's 

Decent Homes Standard. All association homes will meet the 

standard by 2010.10

• Housing associations are important economic players in many 

communities. In 2006/07 associations had a combined turnover 

of more than £9.1 billion. They employed over 128,500 people 

directly and many more indirectly through contracting and 

investing in local services.10,12



What the Government should do

However, with radically changing market conditions we need
strategic intervention to ensure that households at risk of
repossession are protected, and social housing continues to be
delivered in sufficient numbers. Therefore, the Government should:

• Support housing associations in developing mortgage rescue 
schemes that prevent households from losing their homes.

• Support housing associations in buying unsaleable private 
developer homes of an appropriate standard.

• Increase public investment to support the building of new high 
quality family housing for social rent.

• Continue with the current level of investment in the delivery of 
social housing. 

• Ensure private developers are compelled to build to the same 
tough environmental standards as housing associations.

• Make public land available to associations at discounted rates. 

• Amend the Planning Bill so that the Community Infrastructure 
Levy does not get first call over planning gain agreements. 

• Increase investment for different models of housing for 
older people.

• Reverse the real terms decline in the Supporting People budget.
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Last summer, the Prime Minister announced 
the Government would oversee the delivery 
of three million new homes by 2020.


