The value of heritage for
economic regeneration and
sustainable communities
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Deliveries of Bricks, Blocks & Cement

12-manth moving totals
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CLG Housing Statistical Release February 2009

Figure 2: Trends in starts and completions, England, 12 month rolling totals
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If the recovery as slow as last time, output will not reach

175,000 by 2020, even under optimistic slump scenarios
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Wales: same but different
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House building in Wales drops by 76%

» New statistics show that the number of new house building In
Wales in October to December last year dropped by 76%.

» A total of 677 new properties were started between October and
December last year compared to 2,827 in the same quarter last year.
The vast majority of this drop is in the private housing sector which
fell from 2,750 to 618 new starts.
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» House price bubble is bigger than last time, and more
dependent on high LTV mortgages

» Industry has become more concentrated and more
financialised
(J Can stop output rapidly if returns fall
(] Pipeline dependent on a few very large players
(J Capacity constraints on rapid recovery

» Move to high density inner city flats
( Increases risks and upfront capital requirements
(J Aimed at BTL investor market which can dry up fast

» RSLs ability to take up slack is weaker
(J Lower grant rates per home - 70% in 1992, ¢.40% now
(J Dependence on cross subsidy and debt finance

(J Cannot raise rents to boost investment due to rent control regime
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The housebuilding sector has failed to provide enough homes for
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increased by only 5% over 5 years, and 7% over the next 5
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The industry iIs becoming more concentrated
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Share of total

: Australia US
housing output
Largest firm 3% 3% 8%
10 largest 14% 15% 44%
100largest 40% 29% 70%

Michael Ball, Firm Size and Competition, RICS Research, July 2008
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Barriers to entry mean little competition

» Access to land
» Negotiating planning
» Localised knowledge
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Index of Housing Market Costs 198807/
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Consequences of the business model

» Developers focused on short term capital growth

(J Restrict output to keep price high
(] Design and build costs squeezed
(J No incentive to build long term quality homes

» Emphasis on pre-sales to Buy to Let investors
(] More flats and fewer family homes
(J Poor quality design and management

» High risks and uncertainties
(J Developers tend to bank land and permissions
(J Concentration of industry puts entire delivery chain at risk
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Office and retall property market performance

Office market performance Retail market performance
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Shopping centre property markstrformance

Figure 2
Capital and rental growth

% annual change
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Figure 4

Shopping centre transactions
2002-2008 (LHS - Value of transactions, £bn)
(RHS = Number of transactions)
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What the slump means for regeneration ?
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Housing slump is impacting development pipeklniough
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» Planning applications plummet
(J But some planning authorities see busiest period ever
(J Rebasing S106 agreements?

» Falling demand for BTL or shared ownership

( Increasing affordable housing percentages
(J May hit 50% nationally
(J More mixed communities?

1
1

1

Bellway customers may sue over social housing influx

Residents of a luxury housing scheme in Hampshire are considerit
suing their developer after it sold 20 units to social landlords.

Paul Riley, who bought a £230,000 house on the scheme in June,

said the extra social housing had knocked £30,000 off its value.
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Crisis presents challenges to the entire regeneration s

» Housing -led regeneration model is dead
( Particularly bad in some places

» Everything has been dependent on cross subsidy from
rising property values:

(J Affordable housing

(J Regeneration projects
{ Infrastructure
(J Education, green space, leisuret etc etc

» And therefore on the business model
(J End of the urban flats market
(J Return to lower density, suburban typology?
(J And return to greenfield?

NAVIGANT

CONSULTING



Crisis also presents opportunities

» Cheaper land
(J Though serious danger of mothballing

» More infill development in established places
(J Good for sustainability

» Flight to quality:
( Lenders more careful
( A buyers market with plenty of choice
( End of buy to let
(J Owner occupiers planning to stay longer

» Opportunity for new business models based on:
(J Long term income ¢ ie rent, staircasing
( Land value creation and capture
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New economic models for development

» Massive Iinterest in private and intermediate rent

(J Rent to buy models
(J Take up unsold stock
(] Build to let for the future
(J Long term returns, different viability tests
( Incentivises quality design, build and management
( Attracting institutional investment
(J Making PRS a tenure of choice
1t Requires improving the offer to tenants
1 And improving cross tenure management
(] Cross selling other servicest energy, TV

» Overcoming barriers
( Tax, planning
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New economic models for development

» Return to public sector leadership

(] Land assembly+ CPO?
(] Active place-shaping

» New approaches to development risk

(] Derisking the private sector
(J Taking a proper return on investment
(J New partnerships ¢ Local Housing Companies

» Return to Council house building?
(J Capacity issues
(J Role for RSLs?
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And a new Institutional landscape and policy in Engla

» The Homes and Communities Agency
(J A holistic approach to housing and regeneration
( Investment over grant
[ Innovation ¢ lots
( New role for local government

» The return of Keynes

(] To preserve jobs
(J Revive economy
( End of the fiscal rules?

» Time to think big and ask big
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Heritage assets
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Cwm Colliery- Ty Nant
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Welsh Chapel, Welsh longhouse,
Counclil Housing, Caernafon Castle
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