





Tees Valley
Housing Market Intelligence Update
August 2009

This is a taster of the type of housing market intelligence which is being collated and analysed through joint
working of Tees Valley Living (TVL) and Tees Valley Joint Strategy Unit (JSU). In its current state it is data
focused but in future reports it will develop so there is subsequent chapters which consider the implications for
policy and strategy. The market intelligence will start to provide some updated material to support an update for
the Strategic Housing Market Assessment and will inform future updates of the Sub-regional Housing Strategy.
This report illustrates the pro-active approach of the sub-region to housing market intelligence. Updates will be
produced on a Quarterly basis.

The report provides coverage of a range of housing market indicators and sets out to identify key trends with view
to gaining a better understanding of the impact that the current economic down turn is having on the housing
market and the likely pace and timing of recovery. This ongoing analysis of housing market intelligence is
essential for identifying early signs of change which in turn can guide the actions of sub-regional partners. This
report provides an overview of data made available for the first Quarter of the financial year (April to June 2009)
and considers how this compares with previous years. A wide range of housing market information is only
available at a national or regional level. TVL and the JSU are engaging with local authorities, partners and
regional and national data providers to explore ways in which to establish more localised data sources. This is a
key stage in further developing the Tees Valley housing market intelligence database and will allow for more
localised analysis in future reports and further develop understanding of the impact of the current economic
climate at the local level (borough wide, ward and neighbourhood level).
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KEY FACTS Q1
Tees Valley Annual Change 2009710

Average Prices -5.1%
Sales Volumes -42.8%
Dwelling Starts -21.6%
Dwelling Completions +27%

Mortgage Approvals national -40%

Mortgage repossessions "ational
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Tees Valley Market Indicators

Average residential property price in the Tees Valley £128,900 in Q1,
2009-10. Average price of a property in the HMRA £88,200 in Q1,
2009-10 and just £77,100 in the AMIs.

Prices fell through all Quarters of 2008/09. Average price reported in
Quarter 1, 2009/10 is 5.1% below that reported a year earlier.

House prices peaked in Quarter 2, 2007-08 at £138,700 and have
since fallen by 7%.

1,430 sales registered in Quarter 1, 2009-10, representing a 42.8%
reduction in numbers from the same period in 2008/09.

Sales volume in HMRA and AMIs in Q1, 2009-10 down (47.2% and
51.2% respectively), although rate of decline less than year-on-year
comparison in Quarter 4 (-65.5% and -62.9% respectively).

The percentage of properties selling at a loss in 2008 (12.4%) is
almost three times that amount selling at a loss in 2006 and 2007.

Mortgage approvals down 40% from year earlier, although first
Quarter-on-Quarter increase in mortgage approvals in Q4, 2008-09
(since numbers began to fall in Quarter 3, 2006/07).

Household numbers are projected to increase - an average increase
of 2,500 households per annum up to 2021. Over 70% driven by the
increase in population of older people.

Significant slowdown in house-building. Starts in Q1, 2009-10 down
21.6% from year earlier and 35.9% compared to 2007-08.

1,208 net additional homes delivered in Tees Valley in 2008/09 (71%
of the target of 1,700 net additions in the MAA and 54% of the RSS
requirement of 2,224).

RICS (June 2009) survey concluded there is a reduction in the
number of new properties coming onto the market.

CML reports first-time buyers in February 2009 were on average
placing a 25% deposit.

CML reports low interest rates, increased lender tolerance and
Government rescue schemes are helping to reduce numbers of
repossessions but predicts that both arrears and repossessions will
still rise in the second half of 2009.

Decline in numbers of claims issued and possession orders made is
greater in Tees Valley than that experienced regionally and
nationally.



1. HOUSE SALES — AVERAGE PRICES
Average prices — all sales

1.01  Figure 1 shows average house prices in the
Tees Valley as reported for the first financial Quarter
each year since 2006 in comparison to regional and
national averages.

1.02  These figures show that the average price of
a property sold in the Tees Valley has been
consistently lower than the regional and national
average prices. At Tees Valley level, the average
price in Quarter 1, 2009/10 is £128,900 (5.5% below
the regional average and 36.6% lower than the
national figure).

Figure 1 Change in average house price from Q1, 2006/07

Prices in Q1 each year

2006/07 | 2007/08 | 2008/09 | 2009/10

Darlington 134,800 | 139,100 | 144,600 | 130,100
Hartlepool 105,900 | 126,000 | 124,800 | 112,000
Middlesbrough 110,900 | 116,400 | 116,900 | 119,000

Redcar & Cleveland | 127,000 | 129,300 | 126,200 | 124,200

Stockton-on-Tees 142,700 | 155,600 | 153,200 | 141,300

Tees Valley 126,700 | 135,900 | 135,800 | 128,900
Variation - region -6.8% -4.5% -6.6% -5.5%

Variation - national -36.8% | -37.2% | -38% -36.6%
North East 135,800 | 142,200 | 145,300 | 136,300
National 200,300 | 216,200 | 219,000 | 203,300

Source: JSU/Land Registry

1.03  However, the annual change in house price
varies considerably between the five Tees Valley local
authority areas. There are distinct housing market

areas across the Tees Valley which exhibit very
different characteristics and are therefore likely to be
affected by the economic down turn in different
ways.

1.04  When comparing average prices in the first
Quarter of the financial year, figure 1 shows that the
prices in Hartlepool and Middlesbrough are amongst
the lowest in the Tees Valley (£112,000 and
£119,000). This compares starkly with Stockton and
Darlington where average prices (£141,300 and
£130,100) are above the Tees Valley average
(£128,900).

Annual price change

1.05 The average price reported in the Tees
Valley in Quarter 1, 2009/10 is 5.1% below that
reported a year earlier. However, this is less than
the fall in average price at the north east and
national level (-6.2% and - 7.2% respectively). With
exception to Middlesbrough, in all other boroughs,
average prices in Quarter 1, 2009/10 are lower than
that reported 12 months earlier. The greatest year
on year fall was seen in Hartlepool and Darlington
where prices fell 10.3% and 10.1% respectively. By
contrast in Redcar and Cleveland, there has been a
marginal variation in year on year prices (-1.6%0).

Figure 2: Tees Valley map showing the HMRA & AMI
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House prices — last 5 years

1.06  There is value in comparing current average
house prices with previous years to identify the key
trends and in particular to recognise what impact the
onset of the economic downturn has had on prices.

1.07  Figure 3 shows average house prices for all
Quarters from Quarter 1 of 2004/05 to Quarter 1 of
2009/10. Trends in house prices in the Tees Valley
have followed a similar pattern to those both in the
north and nationally. Prices have steadily increased
from Quarter 1 in 2004/05 to Quarter 3 in 2007-08
subject to a seasonal trend in Quarter 4 of each
financial year where prices are typically lower than
other Quarters. It would seem that Quarter 3 of 2007-
08 was a tipping point at which time the momentum of
house price increase was suddenly lost following the
onset of the credit crunch.

1.08 A noticeable trend is that Tees Valley prices
have remained well below the national average and
just below the regional average throughout. The
impact of the current economic downturn is apparent
with average prices in Quarter 4 of 2008/09 at levels
close to those seen in the third Quarter of 2005/06.

Figure 3: Average house prices from Q1, 2004/05
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Source: Land Registry

1.09  Figure 4 shows the annual percentage change
in house prices seen in each Quarter from Quarter 1 of
2004/05 to Quarter 1 of 2009/10. This further
highlights the decline in house price growth seen in the
Tees Valley and also regionally and nationally.
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Figure 4: Annual Change in average house prices from Q1, 2004/05
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1.10 At the north and national level, this first sign of
negative growth in house price occurred in Quarter 2 of
2008/09. At Tees Valley level, house prices peaked in
Quarter 2, 2007-08 at £138,700 and have since fallen
by 7%. Whilst Quarter 3 of 2007-08 marked the point
at which the momentum of prices increases was lost,
the first signs of negative growth were seen a number
of months later in Quarter 1 of 2008/09 (- 0.4%).

1.11  The Tees Valley has seen 5 Quarters of year-
on-year negative growth although the size of the
decline has remained steady over the past three
Quarters from -5.3% fall in Quarter 2, 2008-09 to 5.1%
in Quarter 1, 2009/10.

Sales value - low demand housing areas

1.12 It is helpful to compare changes in sales value
at the Tees Valley level to change in the Housing
Market Renewal Area (HMRA). The HMRA is the
geographical area which captures the greatest
concentration of the sub-regions’ housing that is
affected by low demand and housing market failure.
The Areas of Major Intervention (AMI) are the specific
areas within the HMRA where issues associated with
low demand are most extreme and are most likely to
require intervention (see Figure 2).

1.13  In both the HMRA and the AMI, house price
averages are noticeably lower than seen across the
Tees Valley as a whole. Figure 5 shows that in the first
Quarter of 2009-10, the average price of a property
was £88,200 in the HMRA and just £77,100 in the AMI.

Figure 5 Sales price in Q1 (2006/07 to 2009/10)

Prices Q1 each year 2006/07 | 2007/08 2008/09 2009/10
HMRA 81,100 91,200 96,500 88,200
Variation — Tees Valley -36% -32.9% -29% 31.6%
Variation - region -40.3% | -35.9% -33.6% -35.3%
AMI 72,200 80,700 87,800 77,100
Variation — Tees Valley -43.1% | -40.7% -35.4% -40.2%
Variation - region -46.9% | -43.3% -39.6% -43.5%
Tees Valley 126,700 | 135,900 135,800 128,900
North East 135,800 | 142,200 145,300 136,300
National 200,300 | 216,200 219,000 203,300
JSU / Land Registry
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1.14  Prices in the HMRA and AMIs have been
consistently lower than the Tees Valley. In Quarter 1,
2009/10 the average prices in the HMRA are almost
one third lower than Tees Valley (-31.6%) and prices in
the AMI are 40.2% lower). The gap is wider when
comparing to the region (-35.3% and -43.5%). The
difference between average prices in the HMRA and
AMI is also apparent. Average prices in the AMI are
12.6% below that reported for the HMRA.

1.15 The HMRA and AMI have also experienced a
more significant decline in average house prices during
the last 12 months than the Tees Valley as a whole. In
the HMRA, average prices in Quarter 1 of 2009/10 are
8.7% lower than at the same point in 2008/09, falling
to £88,200 from £96,500. The decline is more acute in
the AMI where property prices saw an average of
£10,700 taken off their value with an average price of
£77,100 in the most recent Quarter, down from
£87,800 a year earlier (a fall of 12.2%). This is in
comparison to -5.1% at Tees Valley level.

1.16  Figure 6 shows Quarterly house price changes
from Quarter 1, 2004. This emphasises the significant
gap between average prices in the Tees Valley and
areas characterised by low demand.

Figure 6: Average House Prices, from Q1 2004/05
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1.17  In the HMRA and AMI house prices peaked in
Quarter 1, 2008/09 which is almost 12 months later
than the Tees Valley as a whole. Prices in the HMRA
peaked at £96,500 and have since fallen by 8.6% and
in the AMI, house prices peaked at £87,800 and have
since fallen by 12%. Prices in the HMRA are now in
line with the average price last seen in Quarter 2 of
2006/07. In the AMI, the average is closer to that seen
in Quarter 1 of 2006/07.

1.18  Prices have followed a similar trend to the sub-
region, increasing steadily from Quarter 1 2004/05
through to Quarter 3 2007/08. Figure 7 show that in
line with the sub-regional trends, it would seem that
the tipping point at which the momentum of price
increases was lost in the HMRA and AMI was also in
Quarter 3 of 2007/08. Prices have continued to decline
since that point.
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Figure 7: Annual Change in Average House Prices, from Q1 2004/05
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1.19 However, there was a slight delay in the onset
of house price decline in the HMRA and AMIs where
negative growth was first witnessed in Quarter 2 of
2008-09.

1.20  Figure 7 shows that both the HMRA and AMI
have seen 4 consecutive Quarters of annual decline. In
the HMRA prices fell by -7.0% in Quarter 2 of 2008-09,
-7.0% in Quarter 3, -8.3% in Quarter 4 and -8.6% in
Quarter 1, 2009/10. In the AMI prices fell by -8.5% in
Quarter 4 of 2008-09 which marked a noticeable jump
from the 6.7% fall seen the previous Quarter. The fall
in prices is more significant in Quarter 1, 2009-10 (-
12.1%).

Average prices - property types

1.21  Understanding property types across different
areas can help in understanding the reasons for
differences in prices. Figure 8 shows the breakdown of
property types within the HMRA and AMI compared to
the Tees Valley.

Figure 8: Breakdown of property types in the HMRA/AMI

HMRA AMI \/T;E;/
% % %

Detached 1.6 0.9 12.9
Semi-detached 23.5 14.6 31.0
Bungalow 7.3 3.1 11.3
Terraced 51.5 63.1 33.3
Flat/Maisonette 16.0 18.2 11.4
Other 0.1 0.1 0.1

Source: District Valuer Services, 2007

1.22  In the HMRA and AMI more than 50% of stock
consists of terraced properties (51.5% and 63.1%
respectively). In these renewal areas, the stock is
predominantly high density 19" century housing which
tends not to meet modern day aspirations. Supply and
demand is not balanced and consequently average
property prices are amongst some of the lowest in the
Tees Valley. By contrast, detached properties account
for less than 2% of stock in the HMRA in comparison to
12% for the Tees Valley as a whole.



1.23  Figure 9 shows that all property types saw
prices fall during the last 12 months to Quarter 1, of
2009/10. Across the local boroughs, most property
types saw prices coming down. At Tees Valley level,
the greatest fall in price continues to be in detached
properties (-13.8%) and semi-detached properties (-
10.7%) It is possible that this is related to an
affordability issue which means that sellers are
pressurised into selling at lower prices in order to

secure a sale.

Figure 9: Average House Prices by Property Type, Q1, 2009/10

District Name Detached Semi-Det Terraced Flat/Mais
0, 0,
% annual % % annual i~
£ £ annual £ £ annual
change change

change change
DARLINGTON 194,700 -20.0% 127,200 -10.8% 99,200 -4.6% 111,700 -18.7%
HARTLEPOOL 210,900 -12.8% 114,600 -14.2% 80,600 -6.2% 83,200 -24.2%
MIDDLESBROUGH 190,500 -12.4% 117,100 -13.6% 79,100 -6.4% 104,600 2.4%
REDCAR AND CLEVELAND 192,300 -4.2% 119,800 -8.1% 82,800 -13.7% 114,800 23.8%
STOCKTON-ON-TEES 205,300 -14.9% 125,300 -8.1% 102,300 -11.1% 124,500 9.9%
Tees Valley 199,800 -13.8% 121,700 -10.6% 90,700 -7.5% 109,700 -1.6%
National 294,300 -14.1% 176,500 | -10.7% 164,700 -5.5% 188,700 -5.9%

Source: Land Registry

2. HOUSE SALES - VOLUMES
Sales volumes - all sales

2.1 Figure 10 shows sales volumes across the Tees
Valley in Quarter 1 of 2009/10. This table shows that
there was 1,430 sales registered in the Quarter. This
represented a 42.8% reduction in numbers from the
same period in 2008/09. A similarly dramatic reduction
was seen both in the north east (-39.8%) and
nationally (-31.9%).

Figure 10 Sales volume in Q1 (2006/07 to 2009/10)

Sales volume Q1 each year
2006/07 2007/08 | 2008/09 | 2009/10
HMRA 1284 1276 774 409
AMI 806 781 477 233
Tees Valley 4,220 4,310 2,500 1,430
North East 14,492 16,468 9,163 5,519
National 318,101 332,124 | 190,990 | 130,157

JSU / Land Registry

2.2 However, figure 10 shows that reduction in
sales volume has been most acute in areas identified as
having the greatest concentrations of low demand (see
Figure 2).

2.3 In the HMRA, sales volume fell from 774 sales
in Quarter 1 of 2008/09 to 409 in Quarter 1 2009/10 (a
fall of 47.2%). In the AMI, there were just 233 sales
transactions in the Quarter compared to 477 over the
same period a year earlier (a fall of 51.2%).
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Sales volume — last 5 years

2.4 Figure 11 highlights how significant the
slowdown in sales volume has been in the sub-region.

Figure 11 Sales volume from Quarter 1, 2004/05 (TV, NE, Nat).
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2.5 Trends in changes in sales volume in the Tees
Valley mirror those seen both regionally and nationally.
At Tees Valley level, sales volume in Quarter 1 of
2009/10 is 60% less than that reported in Quarter 4 in
2006/07 (a fall from 3567 sales to just 1430).

2.6 Figure 12 shows that the Tees Valley has seen
eight consecutive Quarters of falling year-on-year sales
volume.




Figure 12: Change in sales volume in the Tees Valley from Q1 2004/05
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2.7 Figures would suggest that the impact of the
economic downturn first affected sales volume in
Quarter 3 of 2007/08. Although sales were still well
down from the previous year, in Quarter 4 of 2008/09
the Tees Valley saw a slightly less significant decrease
in sales than had been seen in the previous two
Quarters and this adjustment has continued in Quarter
1 of 2009-10.

Sales volume — low demand housing areas

2.8 Sales volume in the HMRA and AMI has been
historically much lower than the Tees Valley average
(figure 13). Both the HMRA and AMI saw their largest
recorded year-on-year fall in property transaction
numbers in Quarter 4 (-65.5% and -62.9%
respectively). However, figures reported in Quarter 1,
2009-10 show some sign that the fall in numbers of
transactions is easing.

Figure 13 Sales volume from Q1, 2004/05
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2.9 Figure 14 highlights the similarity in year-on-
year changes in sales volumes seen in the HMRA, AMI
and Tees Valley as a whole.
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Figure 14: Change in sales volume in the Tees Valley from Q1 2004/05
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2.10  From Quarter 3 of 2007/08, the HMRA has seen
continuous year-on-year comparative decline in
numbers of sales. The AMI witnessed its first fall in
sales a Quarter earlier (Q2, 2007/08).

2.11  Analysis of property sales and sales volume in
the HMRA and AMI appears to show that those areas
with the greatest concentrations of low demand are in
some respects feeling the pressures of the economic
downturn more than in the Tees Valley as a whole or
nationally.

2.12 In terms of sales value, despite starting at a
lower base, the prices in the HMRA and AMI have
recently declined at a greater pace than both the Tees
Valley, and nationally. However, data in Quarter 1,
2009/10 shows some slowing in the rate of decline.

2.13 In terms of sales volume, data shows the
reduction in volume of sales to be more pronounced in
areas of the sub-region most affected by low demand
and housing market failure than the Tees Valley as a
whole.

Sales volume - property types

2.14  Figure 15 shows the change in sales volume in
the Tees Valley for each property type in Quarter 1 of
2009/10 in comparison to Quarter 1 of 2008/09. Sales
volume was down significantly across all property
types, however, the traditionally lower priced properties
that being terraces and flats, saw the most notable
reductions 57.5% and 65.6% respectively. Further
work is required to drill down behind the reasons for
this trend. However, it is possible that this notable drop
in numbers of transactions for terraces and flats is
related to issues around access to mortgage finance
and falling property prices. First time buyers who would
typically consider property types at the cheaper end of
the market as a means of getting on the property
ladder are particularly vulnerable. With prices falling
back to levels seen in 2006/07 and acute shortage of
mortgage finance, first time buyers and other potential
investors in this sector of the market are less able to go
ahead with property transactions, resulting in a fall in
volume of sales.



Figure 15: Average sales volume by Property Type — Q1, 2009/10

District Name Detached Semi-Det Terraced Flat/Mais
Sales % change Sales % change Sales % change Sales % change
DARLINGTON 45 -38.4% 82 -54.9% 73 -54.4% 22 -55.1%
HARTLEPOOL 26 -44.7% 64 -36.6% 75 -51.9% 13 -40.9%
MIDDLESBROUGH 44 -21.4% 114 -32.1% 70 -71.3% 10 -82.1%
REDCAR AND CLEVELAND 53 -27.4% 144 -3.4% 70 -54.5% 8 -81.0%
STOCKTON-ON-TEES 141 -25.8% 223 -14.6% 131 -51.8% 21 -57.1%
Tees Valley 309 -29.8% 627 -27.1% 419 -57.5% 74 -65.6%
National 31,060 -8.9% 38,365 -20.3% 37,776 -34.9% 22,956 -46.3%

Source: JSU/Land Registry
Sales volume — new and re-sale market

2.15 Figure 16 shows the sales volume in the
Tees Valley split by new and re-sale properties for
the last 4 years.

Figure 16 Sales volume: new/re-sales in the Tees Valley, Q1

2009/10
Sales Q1 each year
2006/07 | 2007/08 | 2008/09 | 2009/10

New 570 425 435 225

Resale 3650 3885 2065 1205

Total 4220 4310 2500 1430
Source: JSU/Land Registry
2.16  Re-sale property transactions account for the

majority of all sales. Both new and re-sale markets
have seen heavy falls in property transactions since
2006. A comparison of figures in Q1 2009/10 to
2007/08 shows new sale properties have fallen by
47.1% but re-sale more dramatically (-69%).

2.17 Restricted access to finance and the
slowdown in house-building has impacted significantly
on sales volume, especially in the new sale market. It
is worth noting that these sales figures are very low
and subject to change therefore the percentage
figures could be different once figures have been
revised by the Land Registry.

3. HOUSE SALES - SELLING AT A LOSS

3.1 The knock on effect of falling sales values is
illustrated by Land Registry data on the percentage
of properties that were sold at a loss during each
calendar year from 2006 to 2008. This is when the
property is sold for less than the price paid when it
was purchased. Figure 17 shows data for local
boroughs and the Tees Valley as a whole.

3.2 These figures show a noticeable increase in
the percentage of properties being sold at a loss,
demonstrating the impact of falling house prices in
the sub-region. At Tees Valley level, the percentage
of properties selling at a loss in 2008 (12.4%) is
almost three times that amount selling at a loss in
2006 and 2007 (4.1% and 4.8% respectively). A
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similar trend is seen across each borough with a
sudden increase in % of properties selling at a loss in
2008.

Figure 17: Percentage of properties selling at a loss, 2006 — 2008

2006 2007 2008
% % %
Darlington 4.8 5.1 12.8
Hartlepool 3.8 2.8 7.5
Middlesbrough 3.5 6.1 13.2
Redcar & Cleveland 4.0 3.5 12.7
Stockton-on-Tees 4.2 5.5 135
Tees Valley 4.1 4.8 12.4

Source: Land Registry (JSU analysis of price-pald’ data set)

3.3 Figure 18 shows the percentage of properties
sold within 2008 that sold at a loss, by the year of
the original purchase. The jump in the percentage of
properties selling at a loss from 2003 to 2004
indicates that in some cases prices are returning to
2004 levels. 10.6% of people who bought in 2004
and sold in 2008 did so at a loss.

Figure 18: % properties selling at a loss in 2008, by year of
urchase — Tees Valley

Year purchased | % properties sold at a loss
2000 1.2
2001 2.0
2002 0.9
2003 1.8
2004 10.6
2005 18.7
2006 20.6
2007 32.8
Average 12.4
Source: Land Registry

3.4 The increase in percentage of properties
selling at a loss is significant. The percentage rose to
almost 1/3 for those that bought in 2007 and moved
a year later.




4. SALES - ASKING PRICES

4.1 Home.co.uk produces a monthly index
reporting changes in house prices. Their index is
based on asking prices, not actual selling prices. As
the index is based on asking prices, it can provide
insights into price movement months ahead of other
data sources. Figure 19 shows the average asking
price in July 2009 for all regions in England & Wales.

4.2 Figure 19 shows that half of the regions in
England & Wales reported a 6-month fall in average
asking prices. Figures for April 2009 had shown all
regions seeing a fall in asking price perhaps
suggesting some signs that the market is stabilising.
The North East continues to have the lowest average
asking price at £160,700. % of asking price achieved
is an indicator of the buoyancy in the housing
market. Based on current data, the average sale
price in the North East is £136,300 (Q1, 2009/10)
and the average asking price is £160,700. This
means that at regional level, on average 84.8% of
the average asking price is being achieved.

4.3 However, in comparison to the national level,
the Tees Valley has been more resistant to lowering
asking prices with a drop of 1.8% during the last 6
months, compared to -4.5% nationally.
Interestingly, data shows that the average asking
price has fallen at a lesser rate in the 6 month period
up to April 2009 than they did during the 6 months
to June 2009. This was the case in the North East
and nationally and is a perhaps a sign of some
stabilisation of the market.

Figure 19: Average Prices based on ‘Asking price’

of owner-occupied houses are estimated to be in
negative equity, in comparison to 4.8% nationally.

Figure 20: Estimated No. Owner-occupied houses in negative
equity

Region % Owner-occupiers in
9 negative equity (April 2009)
Northern 9.2
Yorkshire & Humber 6.7
East Midlands 5.4
East Anglia 0.9
Greater London 6.5
South East 5.7
South West 4.3
West Midlands 4.6
North West 55
UK 4.8

6 month

Average Asking | Change %

Price (July (since Feb
Region 2009) 2008)
North East £160,700 -1.8%
Yorkshire and Humber £172,500 -1.6%
East Midlands £172,900 -0.3%
North West £179,200 -0.4%
Wales £184,300 -1.5%
West Midlands £194,300 0.2%
East Anglia £244,800 0.0%
South West £257,300 2.1%
South East £274,300 2.2%
Greater London £333,600 1.6%
England and Wales £242,000 -4.5%

Source: Home.co.uk
5. HOUSE SALES - HOUSING EQUITY

5.1 The impact on falling sales is further
indicated by data on negative equity. In the Council
for Mortgage Lenders Housing Finance online journal
published in April 2009, estimates of owner-occupied
households in negative equity were provided. Figure
20 shows that the concentration of negative equity is
by far the greatest in the North, where almost 10%
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Source: www.cml.org.uk/cmil/publications/research

5.2 Local analysis for the North East and Tees
Valley is not at this stage possible as data is not
available at these localised levels. However, the data
is helpful in highlighting that negative equity is
becoming an issue for an increasing number of
owner occupiers.

6. ACCESS TO FINANCE

6.1 Restricted access to finance has resulted in a
liquidity crisis for house builders and subsequently a
shortfall in supply of new homes. Limited access to
mortgage finance has resulted in a sharp fall in
numbers of prospective purchasers. To help
understand the significant adjustments in terms of
access to finance it is helpful to look at trends in
mortgage applications and approvals and numbers
and values of loans approved. Whilst data is
currently only available at national level, it is still
helpful in highlighting the sudden fall in mortgage and
loan approvals that has taken place as a result of the
onset of the credit crunch in 2008.

7. MORTGAGE APPROVALS

7.1 Figure 21 illustrates how the significant slide
in Quarterly mortgage approvals halted in Quarter 4
of 2008/09, with approvals up from the previous
Quarter.

7.2 Bank of England approvals data shows that
this was the first Quarter-on-Quarter increase in
mortgage approvals seen since numbers began to fall
in Quarter 3, 2006/07. This has perhaps marked a
turning point as mortgage approvals rose for the
second time in succession in Quarter 1, 2009/10.
Figures for the quarter were seen to be just 1.3%
less than a year earlier.

7.3 However, in comparison to data for the same
period last year, approvals remain very low. Figure
21 shows that approvals in Quarter 4 in 2008-09
were down 48% from a year earlier — with only
108,000 approvals in the Quarter across the whole
country.



Figure 21: Mortgage Approvals per Quarter in England & Wales
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7.4 Approvals in Quarter 1, 2009/10 are 40%
lower when compared to the same period last year —
with only 134,000 approvals compared to 335,000
approvals 12 months earlier. This is indicative of the
tighter criteria which lenders have adopted for

accessing mortgage applications which includes
deposits of around 25%.
7.5 It is interesting that there have recently been

reports that mortgage applications are rising. In
June 2009, the Co-operative Bank said it has seen a
75% jump in mortgage applications following the
launch of the 3 year tracker at 2.39%. HSBC said
that its mortgage applications had doubled during
February 2009 compared to the previous month.
HSBC group attributed this rise in application
requests from levels recorded during the previous
month to the introduction of its 2.99% two-year fixed
rate mortgage.

7.6 However, there is still concern that lending
criteria is too restrictive. There are reports that new
longer-term fixed rate mortgages at HSBC are only
available to people who have at least a 40% deposit
and that the new 3 year tracker introduced by Co-
operative Bank is only available to people with at

least a 25% deposit.
Source:www.independent.co.uk/money/mortgages/hsbc-
mortgage-applications-double-1630097.html

Source:www.channel4.com/news/articles/business_money
/coop+mortgage +applications+soar/3218917

7.7 An independent survey of 1800 people
commissioned by the National Association of Estate
Agents (NAEA) reveals that almost a quarter of
people (22.5 %) said that they were unable to find a
mortgage that they qualified for anywhere in the
market. 56% believed that relaxed restrictions and
lower deposit requirements would increase the
chance of them buying a property. The NAEA warned
that through current lending practice, the banks
risked slowing the rate of the market's recovery and
that the Government should pressure them into
lending. Source:
www.naea.co.uk/news/news_details.aspx?id=489
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7.8 Findings of the recent Home Sale Network
survey adds further evidence to suggest that market
activity is on the increase. 63% of Home Sale
Network members have reported an increase in
market activity in June 2009 - the sixth consecutive
month that survey respondents have indicated this
trend.

7.9 When asked what is the single most
important factor that could inhibit the current
market, 35% believed it would be a lack of new
housing stock, with another significant proportion of
the survey (31%) pointing to a lack of mortgage

finance as the most inhibiting reason. Source:
www.michaelpoole.co.uk - The Home Sale Network, July 2009

7.10 The above shows that access to finance
continues to be a major factor which is impacting on
the property market and this is explored further in
the following sections.

8. LOANS: APPROVALS AND VALUES

8.1 Figure 22 shows figures released by the
Council of Mortgage Lenders (CML) relating to
mortgage lending in the UK for June 2009. The
number of loans approved and the value of loans are
shown.

8.2 The key message is that loan approvals
remain very low, however comparison of CML Figures
for February and June 2009 show that there are
signs of some stabilisation in the mortgage market.

8.3 CML figures for February 2009 showed that
approvals continued to fall when comparing year-on-
year. There were 24,300 home purchase loans in the
month, representing a fall of almost 50% from
February 2008. The decline was spread evenly
between first time buyers and home movers.

8.4 In June 2009, there were 45,000 home
purchase loans approved, representing a fairly
significant rise from the 24,300 approvals reported in
February 2009. This is a positive increase in
approvals. However, despite an increase between
the last two financial Quarters, when comparing with
the same period last year, approvals are still less
than had been seen a year earlier in June 2008 (-
7%). Approvals for both first-time buyers and home-

movers showed similar change (-7% and -6%
respectively).
8.5 In terms of the value of loans approved, in

February 2009, total loans for home purchase
amounted to £3.1 billion, 55% lower than seen at
the same time in 2008. The total loans for home
purchase in June 2009 amounted to £5.9 billion, 17%
less than approved in the same month a year earlier.



Figure 22: Mortgage Lending in the UK, June 2009

Number Annual Value of Annual
of loans change Logr_]s change
% (£ million) %
First Time 17,200 7 | £1,900 21
Buyers
Home movers 27,800 -6 £4,000 -17
Total 45,000 -7 £5,900 -17

Source: Council of Mortgage Lenders

8.6 It is clear that mortgage and loan approvals
have hit a historic low. However, data shows signs
of a positive adjustment in the first part of 2009.
The slide in Quarterly mortgage approvals halted in
Quarter 4, 2008/09 and approvals rose for the
second time in succession in Quarter 1, 2009/10.
Quarterly loan approvals have also experienced a rise
in June 2009 when compared to February 2009.

9. LOAN-TO-VALUE & AVERAGE INCOME
MULTIPLES

9.1 Figure 23 shows CML data on average loan
to value and income multiples for both first time
buyers and home movers in June 2009. Comparison
with June 2008 is given. CML data for June 2009
showed that the tightening of lending since the onset
of the credit crunch has reached a plateau as
required deposits remained unchanged from
February 2009. First-time buyers in February 2009
were on average placing a 25% deposit and this
remains the same in June 2009. However, the
tightening of lending for first time buyers is apparent
when comparing the position to 12 months earlier.
The average deposit at this time was just 11% in
February 2008 (14% in June 2008) and has now
jumped to 25% (See Figure 23). It is clear how
lending criteria continues to be a major barrier for
first-time buyers.

9.2 The tightening on lending has been less
extreme on home-movers as illustrated in Figure 23.
The data shows that home-movers provided an
average deposit of 31% in June 2009, compared to
28% in June 2008. This is a fairly marginal increase
in required deposit in comparison to first time buyers
(+11%).

Figure 23: Loans to value & income multiples, June 2009

borrowing more in June 2009 than February 2009
(2.95). Home-movers saw a similar modest increase
from February, from 2.65 times their income to 2.76
in June.

9.4 The key message is that lending criteria is
now tighter. This has created difficulties in accessing
finance and is largely responsible for the reduction in
numbers of prospective purchasers. This has in turn
resulted in the dramatic fall in sales volume as
highlighted in earlier sections of this report.

10. MORTGAGE POSSESSIONS
Claims issued & orders made

10.1  Trends in numbers of mortgage possession
claims issued and orders granted alongside actual
numbers of repossessions can provide an indication
of the impact of the current economic downturn.

10.2  County Court data on mortgage possession
actions is released by the Ministry of Justice (MOJ)
and is helpful in providing an indication of current
trends. County Court data that is of relevance here is
for ‘claims issued’ (instances when a claimant begins
an action for an order for possession of a property by
issuing a claim to the county court) and ‘orders
made’ (instances where the court grants a
possession order that allows the claimant to apply for
a warrant to repossess the property). These figures
do not show actual repossessions numbers, as all
claims issued or orders made do not necessarily end
in repossession, but they do however provide an
indication of current trends.

10.3  Data is now available for individual boroughs
allowing a more refined analysis of data (see Figure
24). The latest court data shows a fairly significant
decline in both possession claims issued and orders
made in Quarter 1 2009-10 when compared to the
same period 12 months earlier. This year on year fall
is apparent at borough level and sub-regionally,
regionally and nationally. The Tees Valley has seen a
greater decline for both claims issued and possession
orders than that witnessed regionally and nationally.

Figure 24: Possession claims issued & orders made, Q1 2009-10

Average Loan to Value Average.lncome
Multiple
First-time Home First-time Home
buyers movers buyers movers
June 2009 75% 69% 3.08 2.76
June 2008 87% 72% 3.33 2.94

Source: Council of Mortgage Lenders

9.3 The year on year comparison shows that first
time buyers are on average currently borrowing
marginally less than 12 months earlier (3.33 times
income compared to 3.08). However, income
multipliers have increased modestly during the first
part of 2009, with first-time buyers on average
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Claims Annual Orders Annual
Issued change Made change
% %
Darlington 55 -49% 45 -47%
Hartlepool 60 -33% 45 -44%
Middlesbrough 70 -59% 60 -50%
Redcar & 75 -18% 65 -25%
Cleveland
Stockton-on-Tees 135 -37% 90 -41%
Tees Valley 395 -39% 305 -41%
North East 1,540 -34% 1,295 -27%
England & Wales 26,419 -32% 19,123 -35%

Source: Ministry of Justice



10.4  The fall in numbers is positive and should
lead to a fall in numbers of repossessions. This is
likely to be partly due to Government instructions to
lenders. The Ministry of Justice introduced the
Mortgage Pre-action Protocol in November 2008.
This Protocol made clear to lenders that applying for
repossessions should be a last resort. It encourages
lenders to look closely at arrangements that could
help borrowers manage their way through temporary
payment problems to help get their mortgage arrears
reduced in order to avoid possession where possible.
The County Court data appears to indicate that
Government advice is having some positive impact
on events.

10.5 The Council of Mortgage Lenders (CML)
recently announced that at national level, there has
been a fall in the number of homes repossessed in
the second Calendar Quarter of 2009/10 compared
with the previous three months. According to the
CML, 11,400 homes were repossessed in the second
Quarter in the Uk. While this was a rise of 14%
compared with the same period in 2008, it was down
10% compared with the first Quarter of 2009/10.
The CML states that low interest rates, increased
lender tolerance and Government rescue schemes
are helping.

10.6  Despite the encouraging response to the
Government intervention, CML warns that whilst
efforts are being made to manage arrears and avoid
repossessions there needs to be no complacency
about the potential scale of future problems due to
the weak economy and rising unemployment. CML
predicts that both arrears and repossessions will rise
in the second half of 2009 in UK. Half year figures
from CML show that there were 205,600 properties
in arrears of 2.5% or more of the outstanding
mortgage balance, compared to forecasted total of
360,000 by the end of 2009. Given the situation with
the economy and unemployment, the CML will
continue to keep forecasts under review.

See: www.financemarkets.co.uk/2009/08/14/uk-repossessions-fall-
in-second-quarter/

11. BUYER ENQUIRIES

11.1  Further data sources are being explored to
develop a better understanding of trends in
behaviour of buyers in response to the current
economic downturn. The RICS Housing Market
Survey (June 2009) reported that nationally, new
buyer enquiries were up for the eighth consecutive
month. The survey provides more evidence that
activity in the housing market is recovering, albeit
from historic lows. The net balance of surveyors
reported an increase rather than a decrease in buyer
interest between May 2009 and June 2009. New
buyer enquiries in the North region also showed a
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meaningful rise. In the Tees Valley context, local
estate agent Michael Poole have reported on their
website a continued increasing buyer interest
through the early months of 2009.

11.2  However, further illustrating the negative
impact of current conditions on first time buyers,
Michael Poole notes that there is still a limited
number of first time buyers coming into the market.
This section of the market is deterred by the high
deposits required.

Sales per surveyor

11.3  The RICS survey also suggested a pick-up in
sales. The average sales reported per surveyor
increased for the first time since late 2007. Michael
Poole estate agents have reported that agreed sales
are up by some 43% against the same period during
2008.

11.4 The survey also contains more definitive
signs that the rebound in enquiries is now feeding
through into increased transactions. Newly agreed
sales increased sharply, reaching the highest level
since August 1999 and the average number of
agreed sales per surveyor (over the last three
months) increased for the third consecutive month to
12.7.

Source: http://www.michaelpoole.co.uk/page/news.asp

Number of homes coming on to the market

11.5 Trends in numbers of homes for sale can be
an indication of confidence in the market. The RICS
survey is one source which reports on trends in
numbers of homes for sale.

11.6  The RICS (March 2009) survey concluded
that at the national level, the number of homes
coming on to the market has declined and as a result
the inventory on estate agents books are at the
lowest level since September 2007. Locally, Michael
Poole estate agent also reports a reduction in the
number of new properties coming onto the market.
This may put pressure on prices in coming months.

Vendor instructions to sell

11.7 The RICS survey notes that new vendor
instructions to sell property remained marginally
negative in June, having been particularly weak in
the previous two months. Comments from surveyors
suggest that the change in the rules governing Home
Information Packs that were introduced at the start
of April may have contributed to the recent fall. This,
coupled with the pick up in sales activity, has helped
to push the average number of unsold properties on
surveyors’ books down to just 56.9, down from 75.2



at the start of the year. It is believed that this has
helped stabilise the housing market.

11.8 Key positive trends identified above which
apply both nationally and to the Tees Valley include;
an increase in buyer interest during 2009 and an
increase in number of agreed sales per surveyor
(increasing for the first time since late 2007).
However, there continues to be some less positive
trends in the market which include; a fall in number
of homes coming on to the market, drop in new
vendor instructions to sell property and it is apparent
that there continues to be a limited number of first
time buyers coming into the market.

11.9 The trends identified by these sources are an
indication of the uncertainty of current market
conditions. It seems the key issue continues to be
limited access to mortgage products particularly
amongst first time buyers which has an impact on
home movers as seen in the fall in homes coming
onto the market. This could lead at some point in the
future to pressure on pricing.

12. DEMAND FOR RENTAL PROPERTY

12.1  Changes in levels of demand of private
rented property and change in rental values can
provide some indication of consumer responses to
the current economic and housing market downturn.
In terms of understanding localised trends, steps are
being put in place to establish links with estate
agents operating in the Tees Valley.

12.2  The Residential Lettings Survey (June 2009)
is produced by RICS and reports at regional and
national level. In March 2009, this revealed that the
demand for, and supply of, rental property remained
firm. In the North region both tenant demand and
new landlord instructions rose at a greater rate than
nationally.

12.3  The June 2009 survey reports that in the
three months to April 2009, more surveyors reported
a rise in new tenant lettings than a fall, suggesting
that tenant demand for rental property has continued
to increase, albeit at a slower pace.

Rental values

12.4  Despite the demand for rental property
remaining firm, nationally, the June 2009 Lettings
Survey shows that rents appear to be falling.
Indeed, the net balance of Chartered Surveyors are
reporting falls rather than rises in rents. Feedback
from surveyors suggests that as a result of a plentiful
supply of rental property, tenants have taken
advantage of this and negotiated lower deals.
However, rental expectations, though still negative,
are reported to have noticeably improved suggesting
the pace of decline in rents is set to moderate.
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12.5 Figure 25 shows the average private rents
for each of the regions in England & Wales. There is
a clear difference between rental prices in the north
and south.

Figure 25 Average private rents, July 2009

Average Annual

Region Rent Change %

North East £621 0.8%
Yorkshire & The Humber £565 -6.0%
North West £637 -5.8%
West Midlands £631 -6.7%
East Midlands £604 -2.3%
East £767 -5.9%
South West £789 -5.1%
South East £1,083 -4.4%
London £1,611 -5.6%
Wales £636 -4.8%
UK £825 -5.0%

Source: findapropery.co.uk

12.6  Rental prices for the North East were shown
to be the only region that witnessed a rise in rental
prices in July 2009 (up 0.8%). By comparison,
nationally rental prices fell by 5% over the year.

Affordability of private rent

12.7 The Tees Valley Strategic Housing Market
Assessment (January 2009)' commented on the
affordability of private rent. Based on analysis of
private rents on advertised rents in January 2008,
this concluded that a weekly household income of
between £300 and £415 is required for a private rent
to be affordable (equating to 25% of gross income).
It notes that without any housing benefit this would
render the private rented sector unaffordable to
many household types.

12.8  Figure 26 shows the average private rental
prices across the Tees Valley boroughs for different
property types. Averages for the Tees Valley are not
available from the findaproperty.co.uk website, but
this source does show that rental values per month
across the boroughs in the sub-region are below
those nationally. Even rental values for 4 bed
detached properties in the local boroughs fall well
below the national ‘average’ rental price.

Figure 26: Local Private Rents, by Property type, July 2009
Redcar

& Stockton
House Type Darling Hartlep Middlesbroug | Clevelan | -on-Tees
1 Bed Flats £436 n/a £526 nla £534
2 Bed Flats £565 £522 £543 £448 £488
2 Bed Houses £421 £385 £501 £504 £465
3 Bed Houses £601 £460 £549 £562 £558
4 Bed Houses £735 £780 £646 £615 £681

Source: findapropery.co.uk

i Tees Valley Strategic Housing Market Assessment and Local
Housing Market Assessment Update, Arc4 & Nathaniel Lichfield
and Partners, January 2009.




12.9  However, it is important to see private rent
values in the context of weekly earnings. Figure 27
shows median earnings of fulltime workers per week
by place of work and residence in 2008 for each
borough in the Tees Valley. ‘Weekly earnings by
residence’ provides a better reflection as this is based
on earnings of Tees Valley residents.

Figure 27 Median Earnings of Fulltime workers per week — by
lace of work and residence 2008 — Tees Valley

Earnings by Earnings by
Location Place of Work Residence
£ per week full £ per week —
time full time
Darlington 438.7 415.3
Hartlepool 388.3 461.7
Middlesbrough 412.3 415.3
Redcar and
Cleveland 486.4 415.3
Stockton on Tees | 426.3 456.1
Tees Valley 430.7 435.3
North East 420.6 421.6
Great Britain 479.1 479.3

Source: JSU: Annual Survey of Hours and Earnings

12.10 Figure 27 shows median earnings per week
in Tees Valley in 2008 as £435.3, ranging from
£415.3 in Darlington, Middlesbrough and Redcar and
Cleveland to £461.7 in Hartlepool. This compares to
a weekly household income of between £300 and
£415 that the SHMA concluded is required for a
private rent to be affordable. Given that figure 27
shows ‘median’ earnings, rental values are likely to
present an affordability issue for ‘lower Quartile
income groups.

12.11 Whilst weekly earnings by residence in the
sub-region have been marginally higher than the
North East, weekly earnings have been constantly
below the national level (ranging from 14% in 2002
to 11% in 2006) and whilst the gap has narrowed,
people working in the Tees valley were earning 10%
less than the national average in 2008. The impact
of the economic downturn on earnings growth is not
yet known.

Gross property yields

12.12 Reports on gross yields in the RICS June
2009 survey are less encouraging than results
reported in March 2009. Surveyor responses suggest
that at national level, gross yields (the time taken to
recover original investment in the property) are now
falling for the first time since April 2007, indicating
that rents are declining at a more rapid pace than
house prices. There is evidence to suggest this is
influencing investment decisions of landlords with the
June survey reporting a rise in landlords showing
willingness to consider selling their property at the
expiry of a tenant lease.

12.13 However, there are some positive signs. A
common opinion of estate agents participating in the
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third Northern Echo Property Forum, held in May
2009 is that the region has now hit the bottom of the
housing market slump.

13. HOUSE PRICE TO EARNINGS RATIO

13.1 The National Housing and Planning
Advice Unit (NHPAU) has recently published advice to
Ministers about the housing supply range to be
considered in Regional Plans". The main conclusion is
that the recession and the fall in house prices have
not solved the problem of housing affordability. In
fact, it warns that tighter lending criteria and higher
deposits mean the requirement for house building
has increased slightly. The NHPAU affordability
model suggests that some modest upward
movements in average annual housing numbers (7%
increase in the North East compared to an average of
3% nationally) are necessary to address issues of
affordability which it states have worsened since the
onset of current economic conditions.

13.2  Figure 28 shows the significant gap between
rate of increase of earnings and house prices in the
Tees Valley.

Figure 28 Change in median house price and weekly earnings —
Tees Valley
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13.3  Despite recent falls in prices, house prices in
the Tees Valley have doubled in the five years up to
2007 whilst median average weekly earnings have
increased by 29% between 2002 and 2008 (from
£338.4 to £435.3).

13.4  Figure 29 compares lower quartile house
price with lower quartile salary to provide the
affordability ratio.

" More homes for more people: advice to Ministers on housing
levels to be considered in regional plans, National Housing and
Planning Advice Unit, July 2009.



Figure 29: Lower Quartile House Price/Lower Quartile Salary
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13.9 Figure 31 shows that in 2008, a single
resident in Tees Valley on lower Quartile full time
earnings would need to provide a deposit of £9,450
to purchase a lower quartile priced terrace property.

Figure 31: Deposit required assuming 3.5 x lower Quartile annual
earnings, by house type (2008)"

Deposit

Required

LQ (Med Price

House Annual Lending - Annual
Type Salary (x3.5) LQ Price Salary)

Detached £16,100 £56,350 | £167,500 £111,150

Source: CLG Live Tables (using Land Registry / ASHE data)

13.5 At the peak of the housing market in 2007,
the average lower quartile salary in the Tees Valley
was £15,837. Average lower quartile prices were
5.39 times higher at £85,425. In 2008, lower
quartile prices had reduced to £82,700 and the
affordability ratio adjusted to 5.15. However, figure
29 shows how both house prices and affordability
ratios peaked in 2007.

13.6 It is important to consider house type when
looking at affordability. Figure 30 below shows
affordability ratio by property type using lower
quartile prices and incomes.

Figure 30: Affordability ratio by property type (2008)

Affordability
House Type LQ Price Ratio
Detached £167,500 10.40
Semi-detached £103,500 6.43
Terrace £65,800 4.09
Flat £84,000 5.22

Source: Land Registry / ASHE

13.7  In 2008, the average lower quartile salary in
the Tees Valley was £16,100. The average lower
quartile price for a terrace property was £65,800
(4.09 times higher). It is helpful to look at
information on required deposits which is covered in
the next section.

Required deposits

13.8  This section shows deposits required to
qualify for a mortgage assuming lenders will supply a
maximum mortgage of 3.5 times annual earnings at
the lower Quartile level. The deposit required is
calculated by subtracting the sum of 3.5 times the
median annual earnings (by residence) from the
median house price. Obviously, lending criteria has
changed significantly since the onset of the credit
crunch but the illustration is still helpful.
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destz?f:;ed £16,100 £56,350 | £103,500 £47,150
Terrace £16,100 £56,350 £65,800 £9,450
Flat £16,100 £56,350 £84,000 £27,650
All £16,100 £56,350 £87,700 £31,350

Source: ASHE, Land Registry

13.10 Prices are now 7% below the peak in 2007.
With a fall in house prices, it can be assumed that
the affordability gap will close. However, as
acknowledged in the NHPAU (July 2009) the
increasing difficulty now faced by prospective
purchasers is in obtaining mortgages and fulfilling
requirements for larger deposits. This means first
time buyers are unable to take advantage of falling
prices and this is now impacting on affordability.

Social housing waiting lists in Tees Valley

13.11 A new report by the Local Government
Association" warns that the impact of a slowdown in
the economy combined with the credit crunch could
lead to two million households, or 5 million people,
on the waiting list for social housing in less than two
years.

13.12 Figure 32 shows numbers on social housing
waiting for each borough as at 1°* April for each year
since 2003 (HSSA, CLG). This shows that at Tees
Valley level, as at 1% April 2009, there are 16,506
people on the waiting lists which is an overall
increase from 15,861 in 2003. Numbers were at
their highest in 2007 and 2008 which might be
expected in light of the economic downturn.
However, it should also be noted that some of this
can be linked to a peak in numbers of people
registering in  Middlesbrough  following the
announcement by Erimus that a new Choiced Based
Lettings Scheme was to be introduced in 2006.

i Apartments are included in the category for flats which pushes
the average price upwards and the requirement for a deposit.

iv . . - I

Councils and the Housing Crisis, the potential impacts and
knock-on effects of the credit crunch on councils and their housing
role Local Government Association, 16" May 2008



13.13 However, despite this anomaly, RSLs report
that social housing waiting lists have increased over
the past 5 years and note that the credit crunch is
likely to increase the demand.

13.14 A Tees Valley wide Choice Based Lettings
Scheme was launched in July 2009. Data on housing
waiting lists will be more reliable in 6 to 12 months
time after this new system has had time to embed.

14. POPULATION PROJECTIONS AND
HOUSEHOLD FORMATION

Tees Valley population increasing

14.1  An appreciation of population trends and
household formation rates is fundamental to an
understanding of future housing requirements. The
Tees Valley has until recently been dominated by
significant population decline primarily driven by net
out migration as a result of economic restructuring
associated with decline of traditional manufacturing
industries.

14.2  Since 2001, the Tees Valley population has
grown each year as a result of positive net
international migration and an excess of births over
deaths which has outweighed a continuing net loss to
the rest of the UK. 2006-based projections are set
out in figure 33. These show that the population of
the Tees Valley is projected to increase from 657,400
in 2006 to 699,000 by 2021 (an increase of 41,600 or
6.3% and higher than the projected 5% increase at
regional level).

Figure 32 Social Housing Waiting List at 1°* April 2003 to 2009

Net inward migration

14.3  The projected increase in population is partly
due to an assumed faster increase in the birth rate
and higher levels of inward migration. The sub-
region is expected to experience net inward
migration of 500 to 1,000 people per annum to 2021.
Each district in the Tees Valley has contributed to
this projected rise in population, with exception to
Middlesbrough which is expecting to see net outward
migration during this period.

An ageing population

14.4  2006-based ONS population projections show
that the retired population (retirement and over) is
expected to rise for the Tees Valley from 123,100 in
2006 to 161,000 by 2021. This increase in the retired
population is reflected in each district in the sub-
region. The population of this age group is also
expected to rise significantly regionally and
nationally. Data shows that by 2029, older people
are expected to represent 30.5% of the population.
This ranges from 28.5% in Middlesbrough to 34.5%
in Redcar and Cleveland. It is important that new
homes are suitable to meet the housing needs of this
expanding age group.

Numbers on social housing waiting list at 1st April

Local Authority Area 2003 2004 2005 2006 2007 2008 2009

Darlington 2,666 2,601 | 2,853 | 2,848 2,677 2,476 | 2,465

Hartlepool 3,033 7,310 | 3,222 | 2,920 2,968 3,696 | 3,600

Middlesbrough 3,331 4,324 5,217 7,456 10,315 11,934 | 4746

Redcar & Cleveland 2,939 2,424 3,250 3,145 2,715 2,862 2,572

Stockton 3,892 | 3,736 | 3,485 | 3,559 3,185 4,139 | 3,123

Tees Valley 15,861 | 20,395 | 18,027 | 19,928 21,860 25,107 | 16,506

Source: HSSA returns (CLG website)

Figure 33 Projected Populations 2006-2021 — All Persons - Thousands

2006 2007 2008 2009 2010 2011 2016 2021

Darlington 99.3 99.8 100.4 101.0 101.6 102.3 105.8 109.3
Hartlepool 91.1 91.5 91.8 92.3 92.7 93.2 95.6 98.0
Middlesbrough 138.4 138.0 137.6 137.2 137.0 136.7 136.0 135.7
Efidv‘;?;f& 1395 139.8 140.1 140.5 140.9 141.4 143.7 146.2
Stockton-on-Tees 189.1 190.4 191.7 193.1 194.4 195.8 202.9 209.8
Tees Valley 657.4 659.5 661.6 664.1 666.6 669.4 684.0 699.0
North East 2,555.7 2,561.4 2,568.5 2,576.3 2,584.7 2,593.5 2,638.4 2,685.5
England & Wales 53,728.8 | 54,073.6 | 54,481.0 | 54,896.0 55,319.2 | 55,744.0 57,836.9 | 59,942.9
Great Britain 58,845.7 | 59,212.1 [ 59,638.1 | 60,070.6 | 60,509.6 [ 60,949.6 | 63,107.2 | 65,269.3

Source: ONS 2006-based population projections
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14.5 By contrast, the under 16 age group is
expected to only rise slowly in the Tees Valley from
130,300 in 2006 to 136,900 by 2021 and the working
age population (16 to retirement) is projected to fall
to 400,800 for the Tees Valley by 2021 from 404,100
in 2006. This is mainly due to a decline in both
Middlesbrough and Redcar and Cleveland over the
period. This fall mirrors the regional projection of
working age population but is in contrast to expected
increases nationally.

Household formation rates

14.6  In the 7 year period between Mid 2001 and
Mid 2008, total number of households in Tees Valley
increased from 268,800 to 281,900 (an increase of
5%). Data published by Communities and Local
Government (CLG) in March 2009 shows that
household numbers are projected to increase from
279,000 in Mid 2006 to reach 317,000 by Mid 2021
(an average increase of 2,500 households per
annum). This is higher than the earlier 2004 based
set of projections of 311,000.

14.7  Figure 34 shows how the projected
household growth between 2006 and 2021 is
distributed across each of the Local Authorities in the
Tees Valley.

Figure 34: 2006-based household growth to 2021

2006-Based Household Growth 2006-2021

Darlington 7,000
Hartlepool 6,000
Middlesbrough 3,000
Redcar and Cleveland 7,000
Stockton-on-Tees 15,000
Tees Valley 37,000
NORTH EAST 134,000

Source: CLG's 2006 Based Household Projections - released in
March 2009.

14.8  Stockton-on-Tees is expected to experience
the greatest growth in new households (15,000), this
is more than twice that projected in Redcar and
Cleveland and Darlington and 5 times that projected
in Middlesbrough. The data shows that Stockton-on-
Tees will account for 40% of all projected new
households in the period 2006 to 2021. By contrast,
Middlesbrough will account for just 8% of projected
new households. Similar increases are expected
across the other 3 boroughs.

14.9  Projections for household formation rates
present challenges for the sub-region. With a
projected increase of 37,000 new households from
2006 to 2021, this equates to an average increase of
2,500 new households forming per annum. In terms
of net additional homes per annum, prior to the
economic downturn, the Tees Valley was only just
delivering below projections for new households,
adding in the region of 2000 new homes to the
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housing stock in 2006 (this is the net addition to the
stock after deducting clearances and other losses
from gross new build completions).

14.10 Build rates locally, regionally and nationally
have been affected by the credit crunch and
economic downturn. See section 15 of this report.
which summarises recent trends in house building
rates.

14.11 It will inevitably take time for the house
building industry to rebuild capacity and regain
momentum. In the interim, build rates will remain
below that required to support projected numbers of
new house holds. Sub-regional partners are working
together to maximise opportunities to support
developers and to maintain activity on sites. This
includes a willingness of planners to re-negotiate
plans in order to make delivery more feasible, and,
targeting public sector intervention to ensure new
sites are ready for development as and when the
house building industry starts to recover.

14.12 Through ongoing analysis of housing market
intelligence and associated socio-economic
indicators, this will help to modify existing public
sector interventions with view to ensuring initiatives
continue to be relevant and appropriate to changing
circumstances.

House hold formation by type

14.13 Over 70% of the projected increase in
households in the Tees Valley is for single household
types. This is mainly driven by the increase in older
people and their higher household formation rate.

14.14 The increase in single household types is also
driven by increases in divorce or separation, re-
forming relationships and higher numbers entering
Higher Education and subsequently looking for a
place to live.

14.15 Figure 35 shows projected change in
household type in the Tees Valley from 2006 to
2021. However, projections were completed prior to
the onset of the credit crunch. Inevitably, household
formation rates are tempered by change in house
prices, accessibility to mortgage finance and
availability of suitable housing products. It is too
early to see the full extent of the impact of the
economic downturn on household formation rates.
The current economic climate will inevitably be
shaping the decisions of different groups. It is
possible that formation rates will be temporarily
slowing. However, this may be followed by a peak
as the economy recovers which may lead to a
subsequent peak in demand for new housing.

14.16 A number of factors will determine the total
number of households in the sub-region. It is clear
that a change in household structure is occurring
with an increase in proportion of one person
households and decline in married couples. A



dominant feature is the decline in the proportion of
working age population and a significant increase in
the retired and elderly population.

Figure 35 Projected change in Household Type 2006 to 2021 — Tees Valley

14.17 These key trends present challenges in terms
of matching future housing supply with demand
across the Tees Valley.

Household Type 1991 2006 2021 Change 2006-2021
Single 66,000 87,400 114,100 26,700 (+31%)
Married/Cohabiting 157,400 149,300 154,700 5,500 (+4%)
Lone Parent 17,100 27,000 29,300 2,400 (+9%)
Other Multi Adult 17,100 15,700 18,700 3,000 (+19%)
Total Households 257,600 279,400 316,900 37,500 (+13%)

Source: CLG’s 2006 Based Household Projections - released in March 2009 (figures may not sum due to rounding).

15. HOUSEBUILDING

15.1 Restricted access to mortgage finance has
led to a fall in property transactions. Earlier parts of
this report have noted that new sale transactions in
Quarter 1, 2009/10 are almost 50% less than
2007/08.  Developers have had to scale back
operations significantly as problems of unsold
completed units has become a major issue. A survey
of sites undertaken by JSU and local authorities in
August 2008 indicated there was up to 800 unsold
new market housing in the Tees Valley. As a result,
starts and completions fell dramatically with 1,915
gross completions in 2008-09 (40% down from 3,181
reported in 2007/08) and 934 starts, which
represents a 54.2% reduction when compared to
2007-08 (2,039).

Current build rates — starts and completions

15.2 A total of 363 starts reported in the first
financial Quarter of 2009/10 which is 21.6% less
than starts reported in Quarter 1, 2008-09 (463).
The reduction is more apparent when comparing to
2007/08 prior to the downturn (-35.9%). This drop
in starts is a fair reflection of the activity on the
ground. Feedback from house builders suggests that
the industry has been reluctant to start construction
of new homes in order to reduce the outlay of capital
in the current economic climate.

15.3  The first Quarter of 2009/10 has produced a
better outturn for gross completions than expected.
A total of 410 gross completions have been reported
in Quarter 1, 2009-10 which is 27% more than the
number of completions reported in Q1 of 2008-09
(321). Based on feedback from house builders and
evidence of activity on sites, it is apparent that house
builders have been focusing on completing existing
dwellings rather than risking investment in new starts
which helps to explain the uplift in Quarter 1 in
comparison to 12 months earlier.

15.4  However, with the notable reduction in starts
seen throughout 2008/09, it is likely that the impact
of the drop in starts will start to take effect as the
year progresses and that this is likely to translate into
a drop in gross completions in mid 2009-10. The
scale of the problem becomes apparent when
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comparing to levels of activity prior to the downturn.
1,915 gross completions were reported in 2008-09
which is 40% less than 2007/08 (3,181) and 30%
less than 2006/07 (2,728).

Net additional homes

15.5 A total of 1,208 net additional homes were
delivered in the Tees Valley in 2008/09 (this is the
total addition to stock after clearances and other
losses to stock are deducted from completions). This
means that the Tees Valley achieved only 71% of the
target of 1,700 in the MAA and only 54% of the RSS
requirement of 2,224 net additions.

15.6 In Quarter 1, 2009/10, the Tees Valley
achieved 276 net additions to stock. In terms of
progress against annual requirements for net
additional homes, at the end of Quarter 1, the sub-
region has achieved 16.2% of the MAA target and
12.4% of the RSS requirement.

Tees Valley HMR programme and implications
for net additional homes

15.7  An important factor that must be considered
when reviewing progress made towards targets for
net additional homes is the long-term programme of
Housing Market Renewal in the Tees Valley. This
places the sub-region in quite a unique position
which distinguishes it from other sub-regions.
Almost 2,000 clearances are scheduled in 2008/09 -
2010/11 and a further 5,000 demolitions scheduled
between 2011/12 and 2020/21, with a peak between
2011/12 and 2015/16. This will inevitably impact on
net additions to stock levels. The key measure of
success will be the number of new build completions.

Developer feedback

15.8 Recent feedback through the Regional
Representative for the Home Builders Federation
(July 2009) has indicated more encouraging signs in
early 2009. The following points give an indication of
current performance:

15.9 The last couple of months have been stable
with no significant price falls. However, sales activity
is in the order of 50% down on levels experienced to
years previous.



15.10 Down valuations of properties by surveyors is
an increasing issue. Numbers of transactions are
very low so it is difficult to produce meaningful
valuations. New build sales are feeling the impact of
this.

15.11 There is no evidence of relaxation in lending
criteria or the level of deposit required so availability
and cost of finance remains an issue.

15.12 Negative equity continues to be a problem
with a proportion of properties selling at a loss.

15.13 The current emphasis of house builders is on
cash flow generation. Starts are at an all time low as
developers focus on completion of existing standing
stock with the intention of turning these into sales.
In the current climate, developers are reluctant to
start construction of new homes in order to reduce
the outlay of capital in the current economic climate
and access to finance remains an issue.

15.14 The current challenge is in identifying ways
in which to open up new phases and schemes.
Developers are exploring opportunities to reconfigure
sites and re-negotiate planning permissions to
maximise sales and likelihood of securing finance.
This includes looking for opportunities to bring
forward affordable housing to ease cash flow or re-
negotiation of S106 agreements (originally
negotiated when revenue was 10-15% higher).

15.15 Many private land owners are currently
reluctant to bring sites to market as land values have
fallen and this is likely to put pressure on land supply
during the next 6 months.

15.16 HBF members have mixed feedback on
Government initiatives. There is concern over some
of the criteria of the Government's Kickstart
Programme, particularly in relation to completion
targets of March 2011. By contrast, members
welcomed the flexibility in terms of there being an
opportunity to consider the re-allocation of products
where take up is poor.

Preparing for recovery

15.17 A range of initiatives have been developed to
help support the recovery of the house building
industry in the Tees Valley. Public sector funds are
being targeted at site assembly and infrastructure
provision in order to ensure key sites are ready for
new housing development to take advantage of the
recovery as and when this takes place.

15.18 A combined total of c. £8.5m public sector
funding has recently become available as a result of
successful sub-regional bids to the Government as
part of the Housing Growth Point Programme and
Community Infrastructure Funding Round 2.

15.19 The sub-region has other opportunities to
access additional public sector funding. The National
Kickstart Programme is designed to assist developers
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to maintain momentum on housing sites. 40 Kickstart
submissions were made by developers operating in
the North East in the June bidding round and 20 of
these were for sites in the Tees Valley.

15.20 Homebuy Direct is a new shared equity
scheme designed to help First-Time Buyers into
affordable home ownership. Buyers are offered an
equity loan of up to 30% of the purchase price, co-
funded by Government and the developer. The Tees
Valley has benefited from funding through this
scheme.

15.21 £10.5m has been allocated to the sub-region
to assist in sale of 450 new build properties brought
forward by developers. £2.7m has been allocated to
assist in purchase of 224 unsold market homes for
affordable homes.

15.22 A key message emerging from the range of
market intelligence discussed in this report and
feedback from developers is that the housing market
is showing signs of stabilising. However, whilst there
are signs that the market is stabilising, property
transaction levels are still extremely low, mortgage
funding levels have fallen dramatically and the cost
of borrowing is increasing. The impact of the
recession on earnings is not yet known. The
downturn is significant and the timescale for recovery
of the house building industry is uncertain.

NEXT QUARTERLY UPDATE - The next Quarterly
update will be produced in November 2009.

Contacts:

Richard Falconer, Tees Valley Joint Strategy Unit
Richard.falconer@teesvalley-jsu.gov.uk

01642 264815

Jennine Robson, Tees Valley Living
Jennine.robson@teesvalley-jsu.gov.uk
01642 264920




NOTES ON DATA SOURCES

Land Registry
http://www.landregistry.gov.uk/property_info/standard_report/

Each Quarter the JSU collects the ‘price paid’ data
from the Land Registry which gives details of all sales
transactions registered within the Tees Valley. The
price paid data allows for information to be produced
at any local level with the flexibility to look at
averages for different property types (e.g. detached
or flats). Average prices calculated are simple
averages based on all sales transactions occurring in
a period.

National and regional averages are taken from the
Land Registry’s Quarterly data release. The averages,
and changes in prices, may differ from other
reported sources due to samples used and time
period reported. The Land Registry’s Quarterly data
is largely regarded as the leading source of house
prices as its coverage includes all recorded sales in a
set period.

Due to a lag in transactions being registered and
processed by the Land Registry all figures provided
are provisional and subject to change. Data used was
provided on 11™ May 2009.

Note for price by property type: Some caution should
be taken when looking at borough prices and
changes due to the low numbers of sales registered
for each property type and as a result, averages can
easily be influenced by extreme values.

Note for sales volume: Sales figures shown are
provisional and subject to change due to the evident
lag in sales being registered and reported to the
Land Registry. Figures have been adjusted to allow
for potential missing sales.

OTHER SOURCES THIS ISSUE

Council of Mortgage Lenders
http://www.cml.org.uk/

Bank of England

http://www.bankofengland.co.uk/statistics/

Ministry of Justice
http://www.justice.gov.uk/publications/

Royal Institute of Chartered Surveyors
http://www.rics.org/Practiceareas/Property/Residential/Market/

The Journal
http://www.journallive.co.uk/

Michael Poole
http://www.michaelpoole.co.uk/

BBC
http://www.bbc.co.uk/

The Independent
www.independent.co.uk/money/mortgages/hsbc-mortgage-
applications-double-1630097.html
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Channel4.com
www.channel4.com/news/articles/business_money
/coop+mortgage +applications+soar/3218917

National Association of Estate Agents
www.naea.co.uk/news/news_details.aspx?id=489

Finance News
www.financemarkets.co.uk/2009/08/14/uk-repossessions-fall-in-
second-quarter/

Findaproperty.co.uk
www.findapropery.co.uk

JSU: Annual Survey of Hours and Earnings
JSU: ONS 2006-based population projections

JSU: CLG's 2006 Based Household Projections -
released in March 2009.

HSSA returns (CLG website)
ASHE, Land Registry
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