
Tai i bawb /Housing for All
Building Societies Association
10 June 2015

INTRODUCTION – The Challenges
Good morning and welcome to the Building Societies Association’s Housing for All conference.
The reason why we picked it as a title is because I think it’s reasonably safe to say we all agree that having a shelter and a home is a basic human need. 
That need for people to provide a roof over their heads was the original impetus behind the first building societies.
The first one was set up in 1775 by a publican called Richard Ketley in Birmingham.
In an era before the mass provision of state housing, building societies promoted self-reliance and let working men and women pool their resources with the aim of building a home. 
That remains true to this day and underpins one of the crucial differences between building societies and banks - ownership. 
Building societies are owned by their members.  
Borrowers and savers automatically become a member of their society when they take out a mortgage or open a savings account.  
While their businesses must be run as rigorously as any plc bank on the high street - societies operate in the same regulatory environment.
Just as with banks, building societies are regulated by the Financial Conduct Authority – formerly the Financial Services Authority – and the Prudential Regulation Authority. 
Along with the rest of the UK mortgage market, just over a year ago in May 2014 our members applied the FCA’s new rules for the mortgage market and our members are busily preparing for the European mortgage rules that are set to be introduced in this country next year. 
But the purpose of a building society is different.  
A plc must operate to the benefit of its shareholders, a mutual operates to the benefit of its members and takes business decisions in a different way because of this.
The Building Societies Association itself has been going since 1869 and today we have 44 members, who collectively hold residential mortgage balances of over £250 billion.
This equates to 19% of all outstanding mortgages in the UK. 
Three of our members are based in Wales – Principality Building Society, Monmouthshire Building Society and Swansea Building Society. 
Many more of our members also provide savings products and funding to borrowers in the region. 
SLIDE 1 – Lending by building societies in Wales
Just to give you a brief overview, in 2014 of the £203bn lent in the UK overall, 1 in 4 loans were lent by a building society. 
Of the £4.4bn lent in Wales in 2014, last year building societies provided £1.3bn of lending in Wales alone of which 28% was to first-time buyers.
Building societies have been the means by which generations of borrowers in Wales, England and the rest of the United Kingdom have got on the housing ladder. 
And that is why we are deeply worried about the knock on impact a lack of sufficient housing can have.
Unfortunately that’s as true in Wales as it is in England or Scotland for that matter.
SLIDE 2 – 1946 to 2014 housing building in Wales by tenures graph
This graph shows house building in Wales since the end of the Second World War. 
At the peak in 1967 there were 20,000 properties pumped out of which half were provided by Local Authorities. 
Since 2009 house building levels in Wales have been below the 6,680 produced in 1947. 
[bookmark: _GoBack]The Welsh Government has been alive to this problem.
The 2010 study it carried out estimated that an additional 284,000 more homes are needed between 2006 and 2026. 
That equates to an additional 14,200 properties each year, with 1 in 3 properties, 5,000, to come from non-market housing.
With on average 6,700 properties built each year since 2006 and just 1 in 10 a non-market home, there is clearly a mountain to climb in terms of supply.
PART 2 – The Opportunities – Housing at the Heart of Government
However, before we get too doom and gloom about the long term trend in Wales, it is clear that, not just with the Welsh Government and last year’s Housing Act, the problem with housing is starting to be taken seriously. 
Industry construction figures in Wales over the last year point to a gradually improving market.
But the key question is this - how can we get back to the types of housebuilding figures in Wales and the rest of the country that we saw up until the mid-1970s? 
In the run up to the UK General Election the BSA published a manifesto, Housing at the Heart of Government, which was aimed at galvanising politicians and ensuring they at least attempted to ask this key question. 
SLIDE 3 – 5 Building Blocks to a better housing market 
We came up with five key asks, or building blocks as we dubbed them.
Taking a more coordinated approach and planning beyond the typical 5 year political cycle was the over-riding message. 
We wanted to see the Housing Minister become a secretary of state position and a ministry in its own right. 
The reason behind this is simple – housing is spread around a variety of different departments within the UK government.
Having one department could potentially ensure we have a co-ordinated approach when it comes to housing. 
And a quick look back at history shows that the big spikes in house building between 1950 and 1970 were when the housing minister was a secretary of state position.
We see the provision of adequate shelter as essential to our nation’s collective prosperity as health, education and defence.
We believe we need to define what a successful housing market looks like. 
Again, there is no plan or joined up approach about what the nation’s housing needs are, whether we’re talking about home ownership, social housing or the private rented sector. 
To that end a cross party 15-year plan based national, regional long-term demographic changes, employment, environmental concerns, infrastructure and house price inflation should be a priority. 
To get this type of cross party agreement is no mean feat of course.
At the launch event for the Housing Manifesto in March this year we couldn’t even get agreement amongst Parliamentarians whether they could actually agree!
But none the less we think it’s a worthwhile aim if we want to see the development of a sustainable housing market. 
We suggested using some of the money generated by National Savings & Investment’s pensioner bonds for those 65 and over as a means of creating an intergenerational benefit.
The money would be seed capital for a revolving fund that helps Housing Associations and the UK’s growing number of Community Land Trusts can ensure their housing remains permanently affordable and provide greater security for lenders and encourage a more competitive market.
As a body that represents commercial firms actively competing against each other to attract savers’ deposits for them use to fund mortgage lending – that in a nut shell is how our members make their money – the BSA has been opposed in principle to the NS&I’s pensioner bonds.
However, such criticisms could be allayed if the money was used to reduce the risk on shared ownership lending with a fund to ensure it remains permanently affordable. 
PART 3 – Self build and custom build
We’d also like to see a more diverse housing market promoting custom/self build, SME builders and also offsite or modern methods of construction. 
Part of the reason why the UK’s housing market has ultimately been so fragile is that building has been dominated by volume house builders. 
When social house building fell away in the 1980s the theory had been that the private house builders would increase their output. 
In reality, as my first graph showed, that did not happen and the country as a whole was solely reliant on one form of housing production – volume house builders - to provide our homes.
Could self build and custom build fill this gap in the future?
In other countries self build, where people buy land and actually build their own homes or custom build, where people buy the land and commission someone else to do the mucky bit for them, are big markets. 
We’re certainly no-where near that in the United Kingdom, even after 14 series of Grand Designs episodes, which incredibly has been going since the first episode was aired in 1999.
Over the past five years the BSA has worked with our members to encourage more building societies to provide self build mortgages and today our members dominate that space, with Swansea Building Society one of those lenders. 
In the dying days of the last UK government the Self-build and Custom Housebuilding Bill became an act of Parliament in just seven months, primarily because there is such strong support in this area. 
A key part of the interest in self and custom housebuilding is the theory that it better reflects the wishes and needs of communities.
In other words, that it gets round the knee jerk reaction of ‘Not In My Backyard’ to any new developments.
Many communities no longer see the value of new housing and one of the key barriers to building more houses has been the backlash to new developments. 
That’s certainly been borne out by research we’ve carried out. 
In a poll we carried out last year in England, Wales, Scotland and Northern Ireland, more than half of the UK would oppose a major house building programme if it was in their immediate neighbourhood. 
The majority of people we spoke to were only willing to support developments of 1 to 10 properties being built in their local area. 
Against that, the research also showed people increasingly open to the types of properties that they want to live in and actually wanted greater diversity in the types of properties and tenures available to them. 
Over one in five people told us that they would be open to buying a shared ownership property, living in an off the shelf kit home, living in a converted retail or office space and even renting long term. 
Grand Designs again has popularised the German flat pack style kit home of the Huf House, but pre-fabricated houses come in all shapes and sizes these days, from timber and steel frames to even hemp based walls. 
Many in the market are still wary of these newer forms of building and we are working with our members and wider valuation sector to demystify some of these new types of construction. 
Along with enhanced CO2 emissions and greater insulation, they also offer a more speedy way of construction. Some major builders are already starting to incorporate this type of construction into their buildings. 
But much still needs to be done to bring this into the mainstream. 
PART 4 - Local Authority and Housing Association building
The final part of our five building blocks was that Local Authorities and Housing Associations actually build in significant volumes.
As my first graph showed, that has been the significant element missing from housing markets across the country since the 1980s. 
Just to remind you of the Welsh Government’s 2010 estimates of housing need in Wales from 2006 to 2026:
· 14,200 properties a year were estimated to be required each year
· Out of these 35%, some 5,100 homes, were required from Local Authority and Housing Associations. 
SLIDE 4 – Housing need each year vs the actual amount produced 2006 to 2014
As you can see we’re a long way from hitting that target. 
Our suggestion for increasing Local Authority house building was to remove borrowing caps and allow them greater freedoms on Right to Buy.
On Right to Buy, this is an example of where, while it may be a geological impossibility, to quote Rhodri Morgan, we’re now seeing clear red water between the housing policies of England and Wales.
Last week the Communities and tackling poverty minister Lesley Griffiths, who is speaking to us later, announced that the Welsh Government will be slashing the Right to Buy discount for Welsh council tenants in half and has started the development of legislation to end Right to Buy, for consideration by the Government in the next Assembly term.
This is in direct contrast to the UK Conservative Government’s manifesto pledge on the extension of the Right to Buy to housing associations which is a key part of the Queen’s speech.
However, whatever the strategy the key goal has to be that we see supply of new housing grow. 
And there is no two ways about it – we need a massive increase in the momentum of house building if we are going to have any hope of bridging the current gap that exists. 
The 2010 estimates of housing needed in Wales between 2006 and 2026 made the point that 284,000 properties were needed over that period. 
So according to that building time frame:
· From 2006 to 2015 - 142,000 additional properties should have been built. 
· In reality just 60,000 properties have been built over that period. 
Such a lack of supply had consequences in the recent downturn – relative stability in house prices. 
SLIDE 5: House prices in Wales 1973 to 2015
Nationwide’s House Price Index shows the average house price in Wales in Q1 2008 to be around £151,000, and over the last seven years the average price has been £137,000.
The next slide shows how the Welsh market compares with the other regions in the UK and the UK overall. As we can see no-where near the types of fall we saw in Northern Ireland. 
SLIDE 6: House prices in Wales, Scotland, Northern Ireland and UK 1973 to 2015
Over the last four quarters we’ve seen a gradual reduction in house prices. We’ve also seen relatively static earnings house price ratios as well.
But a lack of supply of new properties, as in other parts of the UK, is already starting to have an impact on tenures.
In 2005 75% of the population in Wales were owner occupiers and this has now reduced to 70%.
Over the same period, the number of people renting from Local Authorities has halved from 12% to just 6%. 
Those renting from Housing Associations has doubled from 5% to 10%.
And private renting is now the second largest tenure in Wales at 14%, up 6% over the last 10 years.
The Welsh Government has made housing a priority.
Its Housing Act last year is already looking to set the tone on housing in Wales, with reform of homelessness law, licensing for landlords and management agents and greater controls on empty homes, to name but a few of the controls it’s looking to bring in. 
There are also changes on planning, with last year’s Bill looking to:
· Allow Welsh Ministers to direct local planning authorities to work together and for local planning authorities to be merged
· Introduce a legal basis for the preparation of a National Development Framework and Strategic Development Plans
The Planning Bill aims to support delivery of the homes, jobs and infrastructure that Wales requires, which we welcome.
But as in the rest of the UK available land and the speed with which planning permission are granted also acts as a major constraint on growth.
Over the course of today what I hope we will get out of the various discussions, along with an opportunity to hear from the political representatives directly working in this area, is a chance to understand the challenges all the different parts of the housing market in Wales are facing. 
But not only that, also discover the potential opportunities in the market that could turn this housing crisis around.  
SLIDE 7 – Time to champion house building
Conclusion
So there are encouraging signs but the ultimate goal has to be a significant increase in new completions.
The time is right to champion house building.
As mortgage lenders, building societies play their part in fulfilling borrowers’ housing aspirations and as the Help to Buy scheme shows can have a positive effect. 
We need sustainable development as the term was defined by the United Nations in 1987.
The UN described this concept of sustainability as: “Development that meets the needs of the without compromising the ability of future generations to meet their own needs.”
We need action to be taken now to ensure we have sufficient homes for the population of tomorrow. 
All that leaves me to say is “Lloniannau” (flon-yan-arr) and I’m now happy to take any questions that you might have.
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