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Abstract. This paper considers some of the possible effects of the economic recession on the student housing market in the UK.  It is contended that there will be major changes to the supply of student accommodation.  First, it is suggested that there will be a more focused concentration of Purpose-Built Student Accommodation in London and university towns and cities with prestigious universities, to cater for the growing international and home-based student market.  Second, it is postulated that commercial development activity will continue to be buoyant in the student housing market, as more partnerships are formed with universities to provide higher levels of university accommodation for first year and returning students.  Third, it is argued that student accommodation in the private rented sector will continue to be a major form of student housing.  A key shift in this sector will be the increasing domination of large-scale, professional organisations; as small scale, buy-to-let landlords withdraw from the market and buy-to-let mortgage products and finance declines.  As more existing Housing in Multiple Occupation is offered on to the market for sale, this may provide broader opportunities for increasing the supply of single family housing, particularly important given the low number of new house building completions.  New strategies and grants would need to be launched to enable the (re)conversion of HMO to single family housing.  Positively, it noted that the changing dynamics of the student housing market may enable universities and other stakeholders to forge more positive town / gown relations.

1. Introduction

The last two decades have witnessed profound changes to the ways that student accommodation is funded (e.g. Brandeaux Student Accommodation Fund
), developed (e.g. Purpose-Built Student Accommodation [PBSA] and managed (e.g. Accreditation Network UK
) in the UK.  As a result, the provision of student accommodation is increasingly complex, with a range of different types of accommodation available to students in most university towns and cities.  This is borne out by the new division of student housing into the following market segments in the UK: 51% shared housing in the private rented sector, 22% university maintained accommodation, 9% commercial halls of residence (PBSA), and 18% parental / guardian home (King Sturge, 2008a).

Yet, it can be argued that the student housing market is likely to witness equally dramatic changes during the next few years, as the wider ramifications of the economic recession permeate into the student housing market.  It is highly probable that the proportion of the market segments, outlined above, will alter.

In addition to constraining the activities of many institutional actors, such as investors, developers, and buy-to-let landlords (Seager, 2008), the changing economic context will provide opportunities for other institutional actors to develop and acquire student housing at reduced costs (e.g. Fletcher, 2009).  As Savills (2009: 1) recently note: ‘With land prices and build costs falling, we expect to see new opportunities arise for PBSH [Purpose Built Student Housing] in historically constrained locations.’

At the same time, it is important not to lose sight of other changing social conditions, which will affect the level of demand for student accommodation in marked ways.  UniversitiesUK (2008) note, for example, that changing demographic profiles could result in a fall in the number of 18-20 year olds between 2008-2018, which will equate to a decline of 70,000 full-time undergraduate places.  Other factors that will influence the future needs for student accommodation include the seeming loss of fervor for the expansion of student populations. As Lipsett (2009) recently notes: ‘the number of UK-based students has virtually stalled with the latest figures published today showing a 1% fall to 1,964,315 overall.’  Crucially, the Secretary of State for Innovation, Universities and Skills recently informed the Higher Education Funding Council for England (HEFCE grant letter, 22/1/09) of the need to ‘eliminate over-recruitment in 2009/10’, and to ‘bear down on over-recruitment by institutions’.  These factors will clearly influence the demand for student accommodation in the UK, and need to be considered alongside the impacts of the changing economic context.

Unfortunately, to date, there is a general dearth of empirical evidence on the impacts of the economic recession on the student housing market (for exception see Savills, 2009).  The following discussion is therefore based on some perceptions of possible shifts in the supply and demand for student housing in the UK, and the paper should be viewed as a speculative manoeuvre.  The remainder of the paper is divided into two sections.  In the next section, I consider some possible impacts of the economic recession on the student housing market, with a focus on PBSA and university accommodation, and the private rented sector.  The final section provides some concluding remarks.

2. The changing supply of student accommodation and the impact of the economic recession

2.1 PBSA and university accommodation

The adverse economic conditions and the turbulence of financial markets are likely to have major implications for the future provision of student accommodation.  Particularly noteworthy here is the production of PBSA.  Prior to the economic recession, there was a general consensus that there would be a continued growth of large-scale, PBSA by commercial providers across the UK (e.g. King Sturge, 2007; Knight Frank, 2008).  For example, Savills (2007) speculated that ‘potentially a further 78,000 bed spaces could be delivered to the market over the next six years’ (p.1).  However, it is now plausible that there will be a downturn in the delivery of future developments of large-scale, PBSA, and the visions of a burgeoning stream of PBSA have been dampened.  As Savills (2009) reveal:

‘The last 12 months have continued to see high levels of consolidation within the sector. Operator activity has centred around buying and selling existing stock from universities and private operators as well as refurbishing old university stock, rather than organic growth focused on new developments. Therefore, the sector has not expanded significantly in size and the opportunities to invest in new accommodation have been limited (p.2).’

This trend is exemplified by Savills recent analysis of commercial providers of PBSA, with the top three providers Unite (+2,756), UPP (+2,339) and Opal (+500) showing modest increases in the number of bedspaces between 2007 and 2009, respectively; although the fourth highest provider, Liberty Living, posted a significant increase of 6,200 bed spaces (in part, due to acquisitions from Unite).  In the short term, it likely that the development of PBSA will be piecemeal across the UK, and the 36% growth of this sector that was witnessed between 2005-2008 (King Sturge, 2008a) will not be matched.  

Instead, it is expected that the main emphasis of commercial activity will increasingly switch to London, in part to tap the latent demand associated with the current shortfall of 100,000 student bed spaces (Knight Frank, 2009; London Evening Standard, 10/12/08).  As Savills (2009: 5) comment: 

‘Pressures on London are set to increase, with Government forecasts indicating a further 125,000 international students over the next decade. With this level of student growth predicted in the capital, London continues to offer investment opportunities for private operators.’
Such conspicuous opportunities in London may be a key factor in Savills’ (2009) recent positive representation of the good health of the student housing market:

‘Student housing continues to attract investor interest because of its long-term income stream, rental growth prospects and high occupancy rates. Demand for student housing is strong, with undergraduate applications rising by 9% in 2008/09. Nationally, student numbers are growing at 10 times the rate of new supply and 15 times in London.  Average rents for Purpose-Built Student Housing (PBSH) grew by 5% between 2007/08 and 2008/09, and 7% in London, however, private sector rents significantly out-performed these averages. We expect to see continued growth in rents over the next 12 months given that many private accommodation blocks are fully booked for the next academic year (2009/10).’
Indeed, it is possible that opportunities for the development of PBSA may accelerate in London, as the relative costs of tuition fees and everyday living expenses for international students are reduced by the weak value of the British pound and exchange rates (although Gillies (2009) urges caution due to new competitors in the globalised international student market which may reduce the number of international students into the UK).  International students form a significant proportion of the student population, with international students obtaining one in five of the degree qualifications that were awarded in 2007-08 within the UK (Lipsett, 2009). 

It is also fair to say that the more prestigious universities
 in the UK will continue to attract high numbers of predominantly affluent, international students, with a predilection for high-quality PBSA.  These trends are likely to underpin the formation of more uneven geographies of international students in the UK, and this will have a major bearing on the future supply and demand for PBSA – typified by the recent orientation of exclusive, high-quality PBSA in London (e.g. Nido student living concept in Kings Cross and Spitalfields, London)
.

Of course, in other university towns and cities, Savills interpretation of a buoyant student housing market may have less resonance, given the slowing down of commercial activity in the provinces.

The future magnitude and scale of the development of PBSA may also be influenced by amendments to local planning policies; tied to growing concerns about the lack of affordable housing in many cities and towns.  Key here is the decision of some local authorities to re-invoke the stipulation for developers to integrate an affordable housing component within new developments of PBSA (e.g. Leeds City Council).  Savills (2009) note, for instance, that ‘London remains a key market but is hampered by a tight planning system.’  Such planning policies are likely to have implications for the financial feasibility of PBSA proposals, particularly as banking and lending institutions are reluctant to provide capital for PBSA.  In this sense, it is possible that some developers and commercial providers of PBSA may not be able to take advantage of the decreasing land prices and building costs, noted by Savills (2009), perhaps requiring an adjustment of working practices.

With this in mind, it is likely that more private sector developers and commercial providers of PBSA will seek to form partnerships with universities (e.g. UPP
).  In the current economic context, universities clearly have a position of strength being able to demonstrate high rental streams from a relatively stable demand.  At the same time, many universities are increasingly recognising the importance of high-quality accommodation for recruitment and retention.  A recent CUBO (2008: 8) report identifies for example: ‘Accommodation is a major factor influencing the student living experience…. action in this area is vital for universities looking to improve the student living experience’.  

Arguably, this issue will be increasing importance as competition for student recruitment intensifies given the growing competition from global student markets and the slowing down of student expansion in the UK.  As King Sturge (2008c: 14) comment, the development of student housing is ‘moving into a new phase of university-led refurbishments and redevelopment projects of their existing halls of residence’.  It is estimated that a new level of activity will be forged that will ‘significantly exceed the growth in the sector that we have seen in the past five years from the private sector:

‘The year-on-year growth in student numbers comes at a time when the private sector is becoming increasingly excited about the prospect of working with universities. At the forefront are the likes of the University Partnerships Programme, which works with universities to design, build, fund and operate academic and residential facilities and then hands them back to the management of the university at the end of the lease. Meanwhile investment funds and increasingly, overseas multinationals, are also wanting a piece of the action’ (King Sturge, 2008a: 1).
2.2 Student housing in the private rented sector

The changing economic context also begs intriguing questions about the future supply of student housing in the private rented sector.  This will be influenced by broader changes to the housing market (see Rugg and Rhodes, 2008), as more households are forced to seek housing in the private sector due to economic recession-related constraints in the owner-occupied housing sector (Centre for Cities, 2008).

To date, Tacagni’s (2009) address to the Northern Housing Consortium provides one of the most insightful commentaries of the effects of the ‘credit crunch’ on the housing market (see also Carvel, 2008; Council for Mortgage Lenders, 2008; Mackay, 2009; Wilcox, 2009) – which provides an invaluable starting point to consider how the economic recession may affect the supply of student housing.  Acknowledging the wider national context of rising levels of debt
 and unemployment
, reduced levels of disposable income, and decreasing consumer confidence, Tacagni sheds light on how the changing dynamics of the owner-occupied housing market may place a substantial emphasis on the private sector to meet demands for housing.  Based on some viewpoints, this is an important point: ‘By 2021 it is estimated that the UK could have over 3 million renters - 1.2 million more than in 2001’ (Centre for Cities, 2008).  According to Tacagni, key factors here include the sharp fall in mortgage lending
, the increase of mortgage arrears
 and repossession of property
, and rising number of households in negative equity
 coupled to declining property prices
.  Despite the latter, Tacagni notes the high number of first-time buyers that are currently excluded from the owner-occupier sector due to property prices beyond their means of income (see O’Connor and Sherman, 2009), and the more stringent borrowing requirements of lenders
.  

At the same time, Tacagni points to the stagnation of the house building industry and the lack of affordable, new build housing.  As the National House Building Council identify ‘for the three months to the end of January 2009 … applications to start new homes from the combined private and public sectors in the UK during the three-month period from November to January 2009 were 62% lower than the same three-month period a year ago’ (Property Wire, 2009).  Clearly, central government’s target of the delivery of 240,000 new homes per year until 2016 (3 million new homes by 2020) will not be met by current rate of new completions.  As O’Connor and Sherman (2009) recently note: ‘Builders have deserted construction sites in recent months as their source of funding – bank loans – has dried up.’ 
Other key factors that place an emphasis on the private rented sector to provide housing, as identified by Tacagni, include increasing numbers of households seeking social housing due to repossession of property and lack of affordable housing and rental accommodation.  The Local Government Association (2008) comment: ‘The number of people waiting for council housing could top five million by 2010’.  Ironically, Tacagni illuminates that there are now 300,000 long-tem empty homes (six months plus) in the UK, with a large proportion of properties in a deteriorating condition.

It can be hypothesised that these changing dynamics of the housing market will influence the supply of student housing in the private rented sector, as new ways are explored to reconcile the rising demands for housing and the exclusion of households from the owner-occupied housing sector, coupled to the standstill of affordable new build housing and social housing. Indeed, anecdotal evidence from a number of university town and cities (e.g. Leeds) suggests that some buy-to-let landlords are reorientating their practices to exploit the growing demand from young professionals and other social groups  (Dowle, 2008) - who are unable to enter the owner-occupier housing market.  This will reduce the number of bedspaces in the private rented sector that are available to students

One possible way that the supply of single family housing could be increased is via the restructuring and reconstitution of existing private rented housing stock.  The (re)conversion of Housing in Multiple Occupation (HMO) to single family housing may offer rich opportunities to partly counter the lack of delivery from the new build housing approach.  This would also enable local authorities to rebalance some local populations and housing market, in line with central government’s vision of mixed, balanced and sustainable communities (see Smith, 2008, forthcoming).  

In some contexts, this may be particularly appealing for private sector landlords given the growing recognition of the withdrawal of small-scale, ‘buy-to-let’ landlords the private rented sector, and the increasing number of vacant bedspaces in the student housing market.  As Winnett (2009) notes: ‘People who bought buy-to-let flats are expected to ‘begin panic selling’’.  There is substance to such contentions; for example: ‘The number of buy-to-let mortgages in arrears now stands at 3.09 per cent, up from 2.31 per cent at the end of 2008, and buy-to-let lending has dropped from 72,400 mortgages in the first quarter of 2008, to 22,400 in the first quarter of this year’ (Inside Housing, 2009).
Other factors which may be influencing the changing practices of buy-to-let landlords include increasing levels of rental arrears
.  In the student housing market, this may be, in part, connected to the reduced part-time employment opportunities for students (i.e. sometimes important for meeting the costs of accommodation).  Likewise, there is a growing perception that the possibility of rising number of students opting to study in the home locality, and remaining in the parental home due to financial constraints both individually (i.e. student debt, reduced access to credit) and at a household level (i.e. decreased parental income to fund both tuition fees and accommodation costs), will reduce the demand for student housing.  

A more important factor is plummeting property prices, with some landlords ‘cutting their losses’ to minimise the risk of larger shortfalls and the possible repossession of property.  The latter is an important factor given the ‘sharp rise in the number of buy-to-let repossessions. In the first quarter of 2009, 1,700 buy-to-let repossessions took place. This is up from 1,300 in the fourth quarter of 2008, and 900 in the first quarter of that year’ (Inside Housing, 2009).
Of course, this trend may provide an opportunity for large-scale landlords and investors to increase their portfolios by acquiring additional property at ‘bargain costs’.  This is pertinent for investors and landlords that have large capital reserves (Fletcher, 2009), since there is a major reduction of buy-to-let mortgage products and finance (Rugg, 2009).  The Residential Landlords Association (2009) recently state, for instance:

‘…the number of available loan products in the UK has decreased by nearly 95 percent over the past two years, which means that many landlords who may wish to expand their portfolios cannot turn to banks or lenders for help, and would-be landlords may experience much difficulty entering the market in the first place’.
It is highly plausible therefore that the private sector student housing market may be increasingly dominated by large, professional organisations, such as Unipol, who are now active in Leeds, Bradford and Nottingham.  Positively, if such organisations join national accreditation schemes, the penetration of the benefits (e.g. enhanced quality and management of student housing) associated with accreditation schemes would be considerable, and offset some of the issues associated with studentification.

3. Concluding remarks

In this paper, I have speculated about the possible effects of the economic recession on the student housing market.  In a broader context, it has been argued that existing student housing may have a key role to play in offsetting the low number of new house build completions, and to counter the increasing number of households that are excluded from the owner-occupied housing sector.  As buy-to-let landlords increasingly withdraw from the student housing market, there may be a timely opportunity to increase the supply of affordable, single family housing via the (re)conversion of HMO.  If this strategy were to be pursued, it is imperative that existing single family housing is not subsequently converted to other uses, such as HMO, by investors and developers in the future; thereby further decreasing the overall supply of family housing.  The current consultation exercise being undertaken by Communities and Local Government on possible changes to HMO and Use Classes Order (UCO) could thus usefully consider the links between UCO, HMO and the broader supply of affordable, single family housing.  New inducements and financial incentives (e.g. grants or tax breaks) would need to be provided to landlords and property owners to enable the reconversion of HMO or other empty homes to incease the supply of single family housing.

In conjunction, the explicit promotion of the development of PBSA may be important here for providing alternative sources of accommodation for student populations – required as a result of decreasing numbers of student HMO.  The inclusion of PBSA as a formal component for meeting the wider targets of new build housing completions set by regional Government Offices may be an important incentive for many local authorities to promote and facilitate PBSA, within the context of the stagnation of new build housing by private sector developers.  Other adjustments that may encourage the development of PBSA include a revision to the ‘the current fiscal disincentives that benefit buy-to-let landlords over professional investors’, such as different levels of stamp duty and reclaiming VAT on repairs; thereby enabling the pronounced development of PBSA to match growth of student populations’ (Centre for Cities, 2008).

Of course, PBSA developments will need to be encouraged that: are affordable and appeal to students (Hubbard 2008, 2009), sensitive to the aesthetics, architectural styles and ambiences of local contexts, do not ghettoise or segregate students into gated communities, and do not stimulate new social conflicts between students and existing residential communities (see Smith, 2009 for fuller discussion).  PBSA must be sought which widens the residential choices of students, and which is accessible to the majority of students, alongside other important forms of student accommodation.

In conclusion, when compared to the current proportions of the different market segments of student housing, some foreseeable key changes are expected.  These include:

· Higher proportions of PBSA in London and university towns and cities with prestigious universities, with minimal increases of PBSA in other university towns and cities.

· Shared student housing in the private rented sector will continue to be a dominant form of student accommodation in most university towns and cities; although the proportion of student housing in this segment of the market may decrease and be increasingly dominated by large-scale professional organisations.  This will be advantageous for enhancing the management and quality of student housing in the private rented sector, and fostering more cohesive relations between students and established residents.

· Higher numbers of students will reside at parental and guardian homes due to student debt and finance-related issues (e.g. parental financial stress and limited part-time employment opportunities for students).

· There will be significantly higher proportions of bed spaces in university accommodation for first year and returning students, developed via partnerships between private sector developers, commercial providers and universities; as issues of recruitment and retention become more fully embedded in the practices of universities due to global competitors and the stable growth of student populations.

In the medium to long-term, it is therefore likely that the residential geographies of students may become increasingly uneven and complex across the UK.  As changing proportions of student housing in different market segments unfold, this may herald more opportunities for stakeholders to foster positive town / gown relations, and enhance the ‘student experience’ for both students and established residents.  The changing context may enable a more balanced student housing market, which offers a wider choice of high-quality products across the private rented sector, PBSA, and university accommodation for students.  It is ironic that the impacts of the current economic recession may enable the delivery of a more balanced student housing market.
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 (22), Edinburgh (28), Manchester (29), Bristol (32), LSE (66) Warwick (69), Glasgow (73), Birmingham  (75), Sheffield (76), York (81), St Andrews (83), University of Nottingham  (86) Southampton (99).


� ‘Nido is the newest way of student life. We call it Nidology. it's a stylish home purpose built with the latest bits of technology and hassle free extras’, as quoted: http://www.nidolondon.com/home.php.


� University Partnerships Programme (UPP) has partnerships with 12 universities: University of Exeter, University of Kent, Kings College London, Lancaster University, Leeds Metropolitan University, Loughborough University, University of Nottingham, Nottingham Trent University, Oxford Brookes University, University of Plymouth, University of Reading, University of York (UPP, 2009). 


� Conway and Monaghan (2009) assert that national debt will increase to £2 trillion.


� Seager (2009) notes: ‘The number of people out of work on the broad labour force survey measure (LFS) jumped by 244,000 in the first quarter of the year to 2.22 million. That figure was up almost 600,000 from a year ago’.


� BBC News (2009) report: ‘The amount lent by its members (Council of Mortgage Lenders) stood at £10.4bn, down from £11.4bn in March, and was 60% lower than in April 2008’ (see also Elliott, 2009).


� BBC News (2008) comment: ‘The Council of Mortgage Lenders (CML) said the number of households more than three months behind with their repayments would reach 500,000.’


� Inside Housing (2009) state: ‘Data from the Council of Mortgage Lenders show repossessions rose to 12,800 in the first quarter of 2009, from 8,500 in the first quarter of 2008. The figure is also up on the 10,400 cases recorded in the last quarter of 2008.’


� Butterworth comments: ‘about 900,000 home owners currently have some degree of negative equity, where the value of their home is less than their mortgage [according to the CML].’


� BBC News (2009) states: ‘Prices dropped by another 2% in February, pushing the annual rate of decline from 15.1% to 16.5%.’


� O’Conner (2009) reveals: ‘The number of first-time buyers jumped by 36 per cent in March [2009]’.


� Murray-West (2008) states: ‘Seventy-one per cent of landlords expect rent arrears to rise during 2009, as tenants are increasingly unable to pay their rent, according to the National Landlords Association (NLA)’.





