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Introduction

Interest in the private rented sector is starting to reflect the rapid growth it has experienced over
the last decade: close to a million more households rent privately now compared to just five years
ago. Growth of this magnitude has not been seen in a housing tenure since the post-war rise in
social housing".

The private rented sector houses a diverse range of households, with a wide range of needs from
their housing. There are a number of reasons for the rapid growth of private renting, and a
number of reasons for expecting it to continue: social change as people co-habit later in life and
renting and house-sharing become ever more socially acceptable; high house prices and lack of
availability of mortgage credit; the promotion and use of the sector by local authorities to house
those in housing need or who are homeless; and, restricted access and long waiting lists for
social housing. Alongside this the supply of private rented homes has been buoyed by the growth
of the small scale buy-to-let landlord, with many using rental properties as an alternative to a
pension fund.

Private rented homes meet the needs of many tenants, particularly those requiring flexibility and

mobility for their work. However, less than half feel that private renting is a good type of housing

tenure” and for many households private renting is not a choice but the only type of housing they

can realistically access. Close to a third (30%) of private rented homes contain children, and

more than half (51%) of these children live in households falling below the poverty line, once

housing costs are factored in®. The affordability of private rents is a big issue for many

households i over athird (34%)c onsi der their rent to be 6higho,
has f%md private renters to be twice as likely as average to be struggling to pay their housing

costs™.

Whilst interest in private renting is increasing, the availability and reliability of research and
statistics on the sector has long been an issue for policy makers, journalists and academics. The
publication of new figures by the Valuations Office Agency (VOA) is a key development in
understanding this market, opening up the opportunity to assess and monitor average private
rents at local authority level in England using reliable data for the first time®. We are grateful to
VOA for their openness in publishing these figures although the analysis and conclusions drawn
from it in this report are solely the work of Shelter.

This first report in a series focuses on average local rent levels and the affordability of private
rents compared to average earnings. We plan to publish further analysis of this first statistical
release from the VOA by the end of 2011 examining affordability at Local Housing Allowance
(LHA) rates. In reports next year, rent inflation will be analysed across the country, once further
new and historic figures are published by VOA, as well as updating the topics covered here and
linking trends in the private rental market to other social and demographic trends.

! Table FT1101, English Housing Survey, 2009-10

% Table S187, Survey of English Housing, DCLG,2004-5 (| atest published figure): When a
account my current tenure is a good type of housing tenurebd
renters and 95% of owners.

% Households below average income, DWP, 2009-10; table 4.6db: 51% of children in private rented housing in the UK

live below the 60% median poverty line, after housing costs

* Table S561, Survey of English Housing 2007-8 (latest published figure), DCLG: When asked their opinion of the level

of rent paid, 34% of private renters said 6very highd or O6s
® YouGov poll conducted for Shelter April 2011, based on 2065 responses, representative of GB adults: 21% of private

renters said they were struggling or falling behind with their housing costs, compared to a national average of 12%.

® VOA data covers England only, Scotland and Wales have their own equivalent organisations and this information is

not currently published by them
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Key Findings
Rent levels

The highest average private rent for a two-bedroom home in England is found in Kensington and
Chelsea (£2,714 per month), with the lowest (£394 per month) in Burnley.

Extremely high rents are almost exclusively found in London and areas close to London with
good commuter links T the average private rent for a two bedroom home in London (£1,360 per
month) is nearly two and a half times the average in other regions (£568).

The geographic distribution of rent levels is an almost perfect ripple effect out from central
London 1 the further away from the capital, the lower the average rent is likely to be. The few
exceptions to this are Manchester, York and Harrogate where average rents are on a par with
those seen in the South East and East of England.

Affordability

The affordability of local private rents is assessed by the proportion of local median full-time take
home pay taken up by the local median two bedroom rent’:

Over half (55%) of local authorities in England have a median private rent for a two bedroom
home which costs more than 35% of median take home pay in that area, a level considered likely
to be unaffordable in previous studies®.

The analysis indicates that in England:

e 8% of local authorities are extremely unaffordable (median rent 50% or more of median
full-time take-home pay);
21% are very unaffordable (median rent 40% to 49% of median full-time take-home pay)
26% are fairly unaffordable (median rent 35% - 39% of median full-time take-home pay)
29% are fairly affordable (median rent 30% - 34% of median full-time take-home pay)
12% are affordable (median rent less than 30% of median full-time take-home pay)

The most unaffordable local authorities are concentrated in London: The majority (22) of London
boroughs have median rents that cost more than 50% of median local full-time earnings. All
boroughs have a median private rent for a two bedroom home which costs more than 35% of
median take home pay in that area.

However, affordability is an issue outside London and the South East: median private rents for
two bedroom homes costing more than 35% of median full-time take home earnings are found in
many parts of the South, South West and East of England, and in some parts of the Midlands and
North of England.

Unaffordable private rents are most common in urban areas but not exclusive to them, with a
number of more rural authorities, such as Cornwall and Herefordshire being very unaffordable.

" Local level household income figures are not available. The research is based on a model with one full-time average
earner, but this is comparable to household incomes in the private rented sector - see sources and methods section for
more details.

8 http://www.oscr.org.uk/media/1383/Ability%20Pay%20Research%20Report%20Phase%201.pdf (pagel?);
http://www.communities.gov.uk/documents/507390/pdf/1098230.pdf (page 7);
http://en.wikipedia.org/wiki/Affordable_housing
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Method and sources

This analysis was carried out using the VOA statistics on local private rental markets®. These
were published on 29" September 2011, and cover the 12 month period to June 2011. The VOA
figures are widely considered the most reliable available on average private rents, with them
based on samples of over half a million contractual rents a year and including homes let by a
landlord to a tenant without the involvement of a letting agent, unlike many other rent surveys.

All analysis in the main report is carried out on two-bedroom homes, which are used as an
example due to their commonality and the large (average 625) sample sizes in each local
authority. This is likely to be the size needed by families with one or two children. The patterns
seen in models using other sized homes are similar to those presented here and further details of
results for other bedroom sizes are presented in the appendices.

Analysis on the affordability of local private rents is carried out by cross referring the VOA
statistics to government survey data on average earnings for 2010, from the Annual Survey of
Hours and Earnings, published by the Office for National Statistics.

We use the median pay of full-time workers as a basis for this analysis because reliable figures
on earnings or incomes per household, rather than individual, are not available at the local
authority level. The results on affordability are therefore based on a model with one person in the
household working full-time, on median average earnings, in a household requiring a two-
bedroom home.

The results of the analysis can, however be viewed as a good indication of affordability for
households with average incomes in the private rented sector. This is because gross median
household income for all households in England (£28,376) is only £2,000 a year higher than the
equivalent full-time earnings figure used here (£26,268) and, crucially, median household income
among private renters (£25,297) is in fact £1,000 a year less than the equivalent figures used in
this report.*

Median full-time earnings are a close approximation of median household incomes in the private
rented sector because private tenants tend to be younger and earn less than average.
Additionally, the majority (65%) of private renting households contain no more than one person in
full or part time work. However, a household with two full-time earners may still fall below the
median earnings threshold used in this report: For example, a construction worker and nurse
working full-time in London could have a combined gross income of around £30,500 and the
equivalelqt London median full-time earnings figure from the source used in this research is
£32,008™.

There is no standard or official definition of housing affordability in England, but previous
research, and practice in other countries, tends to set the threshold of affordable housing costs
(which usually include service charges and sometimes council tax, unlike this study) at between
25% and 35% of net household income. The London Mayor has issued guidance which suggests
that for the social sector rents and service charges should cost no more than 30% of net
household income. The Mayor 6s odstkatbhreshol bf 408 oEnetdgngome for

9 http://www.voa.gov.uk/corporate/publications/statsAnnouncements.html

19 calculated from English Housing Survey, 2009-10, DCLG, Table FA1341. Household incomes include income from
all sources including benefits.

™ http://www.rcn.org.uk/support/pay_and_conditions/pay _rates 2010-2011;
http://www.paywizard.co.uk/main/londonpaywizard/building-construction-workers
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intermediate housing tenures, but this type of housing is now aimed at those with up to £74,000
gross household income™.

In this report we have categorised median rent to median full-time take home pay ratios to
indicate different levels of affordability. Details of this categorisation are in the affordability section
(page 13), but it is important to state that these categories are not official definitions of housing
affordability. They are, however, based on measures of affordability used in previous studies and
lie at the higher end of most models assessing housing affordability.

Details of sources and sample sizes are included in the tables and maps, and further details on
the methods and assumptions used follow at the start of each section.

12 Mayor of London, supplementary planning guidance, housing, November 2005, Greater London Authority, 2005.
http://www.london.gov.uk/shaping-london/london-plan/docs/housing-technical-paper.pdf
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Results

Section one: Average private rent levels

Key findings

e The areas with the highest average private rents are heavily clustered in London,
particularly in the inner boroughs.

e The average London rent for a two bedroom home (£1,360) is considerably more than
double the average outside London (£568).

e Average rents for two bedroom homes close to and just over £1,000 per month are also
found in parts of the South East and East with good commuter links to London, such as
Guildford, Windsor, Three Rivers (Rickmansworth area) and St Albans.

e The areas within each region with the highest private rents tend to be the metropolitan
centres, but in some regions relatively high rents are also found in more rural areas. For
example South Northamptonshire and Rushcliffe have the highest average rents in the
East Midlands, more expensive than Leicester and Derby.

Method

This section examines the mean average private rents for each Local Authority in England, using
the VOA statistics for the 12 months to June 2011. Two bedroom homes are used as an example
in this section, but the pattern is similar for other bedroom sizes (see appendix 1).
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Figure 1: Map of mean average private rents per month for two bedroom homes, England

Harrogate

Manchester York

Trafford
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Sources: Shelter analysis of VOA Private Rental
Market Statistics and Annual Survey of Hours and
Earnings. Contains Ordnance Survey data ©
Crown Copyright and database right 2010
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Figure 2: National overview of mean average private rents per month, two bedroom homes

Mean average rent per month, two

Number of local

% of local authorities

bedroom homes authorities

£1,000 or more 26 8%
£800 - £999 37 11%
£700 - £799 36 11%
£600 - £699 44 13%
£500 - £599 93 29%
Under £500 88 27%
Not available 2 1%

Source: VOA Private Rental Market Statistics, 12 months to June 2011.

bed rents, sample sizes below 50 not reported.

Average sample size = 625 2

Figure 3: Regional overview of mean average private rents per month, two bedroom

homes
Mean average rent per month, two bedroom homes number and % of local
authorities
Region £1,000 or £800 - £700 - £600 - £699 £500 - £599 Under £500
more £999 £799
North East 0 0 0 0 1 (8%) 11 (92%)
North West 0 0 0 2 (5%) 16 (41%) 21 (54%)
Yorkshire & 0 0 0 2 (10%) 5 (24%) 14 (67%)
Humber
East Midlands | 0 0 0 1 (3%) 11 (28%) 27 (69%)
West Midlands | O 0 0 3 (10%) 17 (57%) 10 (33%)
East Of 1 (2%) 8 (17%) 11 (23%) | 9 (19%) 14 (29%) 5 (10%)
England
London 22 (69%) 9 (28%) 1 (3%) 0 0 0
South East 3 (4%) 21 (31%) 18 (27%) | 19 (28%) 6 (9%) 0
South West 0 0 6 (17%) | 8 (22%) 22 (61%) 0

Source: VOA Private Rental Market Statistics, 12 months to June 2011.

bed rents, sample sizes below 50 not reported.

Average sample size = 625 2
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Figure 4. Mean average private rents by local authority, top 30 in England, two bedroom
homes

Rank | Local authority Region Mean average private rent per
month, two bedroom homes,
June 20107 June 2011
1 | Kensington and Chelsea London £2,714
2 | City of Westminster London £2,456
3 | Camden London £1,876
4 | Islington London £1,718
5 | Hammersmith and Fulham London £1,564
6 | Tower Hamlets London £1,493
7 | Hackney London £1,417
8 | Wandsworth London £1,414
9 | Southwark London £1,407
10 | Brent London £1,344
11 | Lambeth London £1,321
12 | Richmond upon Thames London £1,316
13 | Haringey London £1,276
14 | Barnet London £1,202
15 | Ealing London £1,169
16 | Merton London £1,165
17 | Hounslow London £1,144
18 | Kingston upon Thames London £1,107
19 | Windsor and Maidenhead South East £1,071
20 | Three Rivers East of England £1,063
21 | Enfield London £1,049
22 | Guildford South East £1,041
23 | EImbridge South East £1,036
24 | Harrow London £1,019
25 | Greenwich London £1,016
26 | Newham London £1,007
27 | Lewisham London £995
28 | Epsom and Ewell South East £981
29 | Oxford South East £977
30 | Hillingdon London £968
England £660
England £568
excluding London

Source: VOA Private Rental Market Statistics, 12 months to June 2011. Average sample size = 625 2
bed rents, sample sizes below 50 not reported.
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Figure 5: Mean average private rents per month by region, highest three in each region,
two bedroom homes

Rank | Region /Local authority Mean average rent, two bedroom
homes, Oct 20101 Apr 2011

. |Northwest . |gs08
I
. |EastMidlands  je4g7
I
. |EastOfEngland jge15
I
. |SouthBast . g2
I
| |
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Section two: Affordability T comparing local private rents to
local earnings

Key findings

¢ In the majority (55%) of local authorities, the median rent for a two bedroom home costs
more than 35% of local median take home pay i a level considered by previous research
to be unaffordable.

¢ In 29% of local authorities, the median rent for a two bedroom home costs more than 40%
of local median take home pay. In 8% of areas, median rents cost more than half of local
median take-home pay.

e Extremely unaffordable local authorities are concentrated in London i median London
rents for two bedroom homes take up 60% of a Londoner& median take-home pay, a rate
which is close to double that seen in most other regions.

¢ However, the spread of rents at unaffordable levels compared to local pay is wider than
seen in the analysis of rent levels alone in section one and there are local authorities
where median rents for two bedroom homes cost more than 35% of median take-home
pay in every region.

¢ In the South West, only five of the 34 local authorities analysed had affordable median
rents that took up less than 35% of local median full-time pay.

¢ Blackpool is the most unaffordable local authority in the North of England, with median
average rents for a two bedroom home taking up 42% of average full-time pay. Rents in
Blackpool are in the cheapest third in England, but relatively low local earnings mean it is
very unaffordable. The most unaffordable local authority area outside London is Oxford,
where median rents for two bedroom homes account for 55% of local median full-time
earnings.

Method

This section examines local private rents in relation to local take-home pay™®. The median weekly
rent for a two bedroom home in the local authority is calculated as a proportion of median weekly
take-home pay for full-time employees in the same local authority™.

Reliable figures on average earnings or incomes per household, rather than individual, are not
available at the local authority level required, so the affordability analysis in this section is based
on the assumption of a household with one person in full-time work, and one or two children,
therefore requiring a two-bedroom home. The figures used, however, do appear to be
comparable to household incomes in the sector (see page 4)*°. Affordability for average earners
in other sized homes is set out in the tables in the appendices.

13 Shelter analysis of Annual Survey of Hours and Earnings, Office for National Statistics, data for 2010. Table 8.7:
http://www.ons.gov.uk/ons/publications/re-reference-tables.html?edition=tcm%3A77-200444

% Take home pay calculated by deducting income tax and national insurance at relevant rates. Tax credits, benefits
and income outside of full-time employment are not included in the calculation.

!5 Calculated from English Housing Survey, 2009-10, DCLG, Table FA1341.
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There are no official definitions of housing affordability in England, and the affordability of housing
will vary according to the individual circumstances of a household. However, most academic
research on this topic, here and abroad, suggests a figure of around a quarter to a third of
household income as the threshold for those on average incomes*®. For guidance, we have
categorised the affordability of the local private rented sector for households with one person
earning median full-time pay (which is comparable to household incomes in the sector), see
below. These are not official definitions of housing affordability, but are set at the higher end of
previous studies findings, and a good guide to help understanding the results in this report.

Median average private rent for atwo bedroom Category Colour code
home takes upé (see maps)

50% or more of median average full-time take home pay | Extremely unaffordable

40% - 49% of median average full-time take home pay Very unaffordable

35% - 39% of median average full-time take home pay Fairly unaffordable

30% - 34% of median average full-time take home pay Fairly affordable
Under 30% of median average full-time take home pay | Affordable

'8 http://www.oscr.org.uk/media/1383/Ability%20Pay%20Research%20Report%20Phase%201.pdf (pagel7);
http://www.communities.gov.uk/documents/507390/pdf/1098230.pdf (page 7);
http://en.wikipedia.org/wiki/Affordable_housing
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Figure 6: Map of affordability - median private rents on two bedroom homes as a

proportion of local median full-time take home earnings
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Sources: Shelter analysis of VOA Private
Rental Market Statistics and Annual Survey
of Hours and Earnings. Contains Ordnance
Survey data © Crown Copyright and
database right 2010
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Figure 7: National overview of affordability: local median private rent for 2-bedroom homes as a
proportion of local median full-time take home pay

Median average rent (2-beds) | Affordability category Number of Local | % of Local authorities
as % of median average authaorities
take-home pay

50% + Extremely unaffordable 27 8%
40% - 49% Very unaffordable 69 21%
35%-39% Fairly unaffordable 84 26%
30% - 34% Fairly affordable 96 29%
Under 30% Affordable 39 12%
Not available 11 3%

Sources: VOA Private Rental Market Statistics, 12 months to June 2011. Average sample size = 625 2 bed
rents, sample sizes below 50 not reported. Annual Survey of Hours and Earnings, Office for National Statistics,
2010.

Figure 8: Regional overview of affordability: local median private rent for 2-bedroom homes as a
proportion of local median full-time take home pay, number and % of local authorities

Region 50% + 40% - 49% 35%-39% 30% - 34% | Under 30% | Total
Extremely Very Fairly Fairly Affordable | unaffordable
unaffordable unaffordable unaffordable affordable (%)

North East 0 0 1 (8%) 8 (67%) 3 (25%) 8%

North West 0 1 (3%) 5 (13%) 22 (56%) 11 (38%) 15%

Yorkshire & 0 0 5 (25%) 7 (35%) 8 (40%)

Humber 25%

East Midlands 0 0 4 (10%) 21 (54%) 14 (36%) 10%

West Midlands 0 1 (4%) 8 (30%) 15 (56%) 3 (11%) 33%

East Of England 1 (2%) 13 (28%) 16 (35%) 16 (35%) 0 65%

London 22 (69%) 10 (31%) 0 0 0 100%

South East 4 (6%) 30 (45%) 30 (45%) 2 (3%) 0 97%

South West 0 14 (41%) 15 (44%) 5 (15%) 0 85%

Source: VOA Private Rental Market Statistics, 12 months to June 2011. Average sample size = 625 2 bed rents,
sample sizes below 50 not reported.
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Figure 9: Top 30 most unaffordable private rents: local median
as a proportion of local median full-time take home pay

rent for 2-bedroom homes

Rank | Local authority Region Average rent (2-beds) as %
of average take-home pay
(medians)

1 | Kensington and Chelsea London 89%
2 | City of Westminster London 82%
3 | Camden London 77%
4 | Islington London 77%
S | Brent London 74%
6 | Hackney London 70%
7 | Tower Hamlets London 67%
8 | Haringey London 65%
9 | Hammersmith and Fulham London 65%
10 | Southwark London 63%
11 | Ealing London 61%
12 | Lambeth London 59%
13 | wandsworth London 59%
14 | Barnet London 56%
15 | Newham London 55%
16 | Hounslow London 55%
17 | Oxford South East 55%
18 | Enfield London 54%
19 | Merton London 54%
20 | Woking South East 53%
21 | Richmond upon Thames London 53%
22 | Adur South East 53%
23 | Brighton and Hove South East 51%
24 | Kingston upon Thames London 51%
25 | Lewisham London 51%
26 | Hertsmere East of England 50%
27 | Waltham Forest London 50%
28 | Hillingdon London 49%
29 | Harrow London 49%
30 | Barking and Dagenham London 49%
England 33%

Source: VOA Private Rental Market Statistics, 12 months to June 2011. Average sample size = 625 2
bed rents, sample sizes below 50 not reported.
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Figure 10: Top 3 most unaffordable private rents in each region: local median rents for 2-
bedroom homes as a proportion of local median full-time take home pay
Rank | Region /Local authority Average rent as % of

average take-home pay

. |Northwest 3%
e
. |EastMidlands  30%
e
. |EastOfEngland 3%
I I —
. |SouthBast 3%
I

Sources: VOA Private Rental Market Statistics, 12 months to June 2011. Average sample size =
625 2 bed rents, sample sizes below 50 not reported. Annual Survey of Hours and Earnings,
Office for National Statistics, 2010.

DOWNLOADED FROM THE SHELTER WEBSITE www.shelter.org.uk Shelter

© 2011 Shelter 17



Shelter Report: Private Rent Watch i Report one

Section three: Regional maps

This section presents the results of both analyses i rent levels and affordability, on detailed
regional maps. The maps on rent levels use different bandings to the national map shown earlier,
to reveal the detailed regional picture, so please refer to the keys underneath each map. For
consistency, affordability maps use the same categorisation as the national affordability map, with
the exception of London, where due to the nature of the results additional bandings are added.

Figure 11: Map of mean average private rents per month by local authority, two bedroom
homes, North East

Northumberland
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Sources: Shelter analysis of VOA Private Rental
Market Statistics and Annual Survey of Hours and
Earnings. Contains Ordnance Survey data ©
Crown Copyright and database right 2010
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Figure 12: Map of affordability: median private rent as a proportion of median full-time
take-home pay, two-bedroom homes, North East
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Figure 13: Map of mean average private rents per month by local authority, two bedroom
homes, North West
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Figure 14: Map of affordability: median private rent as a proportion of median full-time
take-home pay, two-bedroom homes, North West
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Figure 15: Map of mean average private rents per month by local authority, two bedroom
homes, Yorkshire & Humber
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Figure 16: Map of affordability: median private rent as a proportion of median full-time
take-home pay, two-bedroom homes, Yorkshire and Humber
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Figure 17: Map of mean average private rents per month by local authority, two bedroom
homes, East Midlands
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Figure 18: Map of affordability: median private rent as a proportion of median full-time
take-home pay, two-bedroom homes, East Midlands
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Figure 19: Map of mean average private rents per month by local authority, two bedroom

homes, East of England
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Figure 20: Map of affordability: median private rent as a proportion of median full-time
take-home pay, two-bedroom homes, East of England

Sources: Shelter analysis of VOA Private
Rental Market Statistics and Annual Survey
of Hours and Earnings. Contains Ordnance
Survey data © Crown Copyright and
database right 2010
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